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Dear Fellow Shareholders,

In his letter to you last year, my predecessor introduced our strategic growth plan and discussed the key
strategies we are undertaking to achieve long-term profitable growth. I am pleased to report to you that we
are beginning to see the positive impacts from the strategic plan. In fact, this last year we reported our first

year-over-year sales increase in five years,

Cutter & Buck is a premium consumer apparel brand and our success starts with our products. We have
spent the last 18 months investing in our products by upgrading the design, quality and performance

of our apparel. This past spring, we introduced our Signature Collection of refined knits which was a
new category for Cutter & Buck. We also launched our CB ProTec line of high-tech performance related
apparel designed to keep its wearer comfortable in all types of weather conditions. Finally, we upgraded

our CB Classics basics assortment and expanded the women's component of the line.

This is only the beginning. We realize that in order to sustain this growth, we need to remain creative and
innovative leaders in the industry. As a golf inspired lifestyle brand, we need to be the trendsetter in the
golf channel. To that end, we believe high-tech performance apparel will continue to be important.

We recently introduced our spring collection for 2007 that included what we believe is the best high-tech
fabric available in the golf channel today, Cocona®. Cocona® is a new yarn that uses a natural ingredient
to provide multiple comfort benefits in apparel that includes cooling through ultra fast drying, odor
absorption and UV protection. Cutter & Buck is the exclusive provider of Cocona® apparel in the golf
market for spring. Also for spring, we launched a new product line called CBUK (pronounced see-
buck) geared towards today’s young urban golfers. CBUK is designed for the golfer whose lifestyle
requires multi-functional fashion. The collection addresses the need for modern, fashionable, statement
sportswear to take the wearer from the greens to social gatherings, making it accessible and visually
appealing to today’s modern consumer. We also introduced a new basic polo shirt with technical qualities
and entry level pricing. This innovative shirt should become the basic polo of choice in all of

our channels.

We entered a new sales channel in September 2005 when we launched a new catalog and improved our
web site. In addition to growing sales, this direct-to-consumer channel provides us a great stage to present
our products directly to our end consumers and to build awareness of the Cutter & Buck brand. We

continue to believe this remains both a strong growth and marketing channel for us.

In addition to new and exciting product, we have continued our investment in marketing. We remain the
exclusive golf apparel provider for The Golf Channel and ESPN. In addition, Annika Sorenstam remains
an impressive ambassador for the company providing tremendous exposure to the Cutter & Buck brand.
We also renewed our partnership with the Professional Golfers Association (PGA) as the lead apparel
vendor for the PGA Championship and Senior PGA Championship tournaments and the Ryder Cups
held in the United States through 2012.

We have beg‘dn to generate the momentum to continue to grow your company. Of course, none of this
could happen without a great team. I am very fortunate to be surrounded by remarkably talented associates

that are extremely passionate about the Cutter & Buck brand and the success of your company.

On behalf of your Board of Directors, I would like to thank our shareholders, our employees, our
customers and our vendors for their support over the last year. We remain committed to continue to

execute against our strategic plan to bring profitable growth to Cutter & Buck.

%h

Ernest R. Johnson

CEO
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shareholder appreciation gift certificate see reverse side for ordering details.
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PART 1
Item 1. Business
Overview

Cutter & Buck Inc. (the “Company”), a Washington corporation formed in 1990, is based in Seattle,
Washington. The Company designs and markets upscale sportswear and outerwear under the Cutter &
Buck brand name. Cutter & Buck products feature distinctive, comfortable designs, high quality materials,
and rich detailing. In order to reach our target consumer, we sell our products through several wholesale
distribution channels, including golf pro shops and resorts, specialty retail shops, corporate sales via
promotional products distributors, college book stores, and professional sports team shops. In addition,
our wholly-owned subsidiary, Cutter & Buck Direct LLC, sells directly to consumers through catalogs and
online at www.cutterbuck.com. We also have agreements with several distributors and licensees that sell
our products internationally as well as selected non-apparel and non-competing products both
internationally and domestically.

In March 2006, we announced the appointment of Ernie Johnson to the position of chief executive
officer and to the Company’s board of directors and the appointments of Kaia Akre as president, Michael
Gats as vice president and chief financial officer, and Jon Runkel as vice president of global sourcing and
distribution. These announcements were part of a reorganization resulting from the resignation of Tom
Whyatt, the Company’s former chief executive officer.

Brand and Products

The Cutter & Buck brand is grounded in the timeless and classic appeal of the golf lifestyle. Our
products are designed for men and women who embrace the spirit and values of golf and appreciate our
distinctive styling. Cutter & Buck represents quality, performance, and innovation and reflects our passion
for this active lifestyle. We are focused on providing updated traditional products for our consumer’s
wardrobe needs, both on and off the course. The foundation of our product line is golf, but we offer other
active lifestyle sportswear for business and weekend casual and other casual situations. Our product line
includes knit and woven shirts, wind and rain apparel, outerwear, pants, shorts, sweaters, vests, swimwear,
and accessories. During fiscal 2006, 82% and 18% of our sales were men’s and women’s apparel,
respectively.

Our product offering consists of our core line, CB Classics, as well as two seasonal fashion releases
each year, Spring and Fall. CB Classics and fashion releases accounted for approximately 77% and 23%,
respectively, of our fiscal 2006 net sales. CB Classics are those styles which are typically in demand for
multiple seasons. The Spring and Fall seasonal collections include several “deliveries” that convey a theme
through color, styling and fabric.

In fiscal 2006, we made significant improvements to our offerings, including updating the CB Classics
line to include coordinated, complementary styles for men and women, which is an important benefit to
our Corporate customer base. We expanded our offering of performance and technical apparel that
provide a variety of moisture and weather management solutions in several product categories and which
we market under our “Cutter & Buck CB ProTec” label. We also introduced our Signature Collections for
men and women, featuring premium double mercerized cotton and tonal embroidery treatments.

Cutter & Buck CB ProTec is a line of products which includes CB DryTec, CB WindTec, CB
WeatherTec, CB SunTec, and CB ThermaTec. We continue to identify new textile technologies that offer
performance benefits which we believe are relevant and compelling to our core consumers. CB DryTec
offers moisture management to keep cool and dry in humid conditions, CB WindTec provides advanced
light-weight wind protection, CB WeatherTec provides protection from a variety of extreme weather




conditions, CB SunTec provides UV sun protection, and CB ThermaTec has temperature regulating
properties.

Many of our customers request custom embroidery on our apparel, primarily golf course or event
logos, collegiate and pro sports emblems, and corporate trademarks. Qur distribution center has a
dedicated embroidery department that offers a full range of embroidery services, including developing and
digitizing logos and matching a customer’s specific logo and color requests with the appropriate garments
and thread, as well as the actual embroidery. We also provide other value-added services that allow our
customers to sell our products without further processing. These services include adding a customer’s hang
tag, folding products to specific measurements, wrapping products in gift and event boxes or packing
orders to particular specifications.

Design

The hallmarks of Cutter & Buck products are quality craftsmanship, distinctive details, and vibrant
color. We tailor our golf products to incorporate technical innovation and consideration of the golfer’s
swing and motion. The products sold through specialty retail channels are intended as the golfer’s off-the-
course wardrobe and offer high-quality woven and knit shirts for a business casual environment. The
corporate product offering reflects the heritage of the golf line and is colored and designed to appeal to
the corporate market as well as accommodate logo applications. Many of the products offered through
collegiate and pro sports channels feature customized colors for each unique team.

Our design team develops both seasonal lines and our annual collection of CB Classics. The design
process combines market trend research with feedback from buyers, consumers, and sales agents. We
continually integrate relevant color, textile, and construction trends into our product offerings. Many of
our products feature unique and proprietary textiles as well as seasonal color and style themes.

In fiscal 2006, due to process improvements, we achieved greater efficiency and have shortened our
development timeline.

Production and Distribution

We contract with manufacturers who produce our garments in accordance with our quality standards.
Like most of our competitors, we do not own or operate any manufacturing facilities. We use a
combination of agents, sourcing companies, and factory-direct relationships to source our products. We
contract to purchase our goods in United States dollars. Most products bound to our domestic customers
are first shipped to our distribution center in Renton, Washington, prior to shipment to our customers.

To reinforce our dedication to social responsibility and global citizenship, we have adopted SA8000 as
our Social Accountability Platform. SA8000 addresses all widely accepted labor rights and provides a fully
operational global and independent certification system. During fiscal 2006, approximately 60% of the
dollar value of our product came from factories that meet the stringent SA8000 standards.

Although we place a high-value on long term working relationships with our factory partners, we do
not have long-term contracts with them and only place orders for specific quantities of product. During
fiscal 2006, we used 54 factories in 13 countries, primarily Thailand and India, in which 48% and 16%,
respectively, of our total 2006 production occurred. 79% of our production occurs in Asian countries and
36% of our production comes from two factories in Thailand.

Pursuant to agreements negotiated under the framework established by the World Trade
Organization (“WTQO?), the United States and other WTO member countries were required, with few
exceptions, to remove quotas on goods from WTO member countries effective January 1, 2005. The
removal of these quotas allows us to source our products without the need for our factories to purchase




and obtain quotas. We do not anticipate that the recent reimplementation of quotas in certain categories
for China until the end of 2008 will have a material impact on our business.

Sales and Marketing

We sell our products through various wholesale and direct to consumer distribution channels. Our
distribution model allows us to deliver product to our end consumers via outlets consistent with their
lifestyle and shopping preferences. We manage these channels via business units, which are responsible for
managing the customer relationships and selling our products. Our business units are Golf, Corporate,
Specialty Retail (including Big & Tall and select department stores and collegiate and pro team shops),
International and Licensing, and Direct to Consumer. We have an experienced sales force dedicated to
each sales channel and positioned strategically throughout the U.S. to work in close proximity with
customers. During fiscal 2006, we launched a direct to consumer catalog in order to offer our end
consumer a wider assortment of Cutter & Buck products. Congruently, we enhanced the ecommerce
capabilities of our website, www.cutterbuck.com. Although our business is primarily dedicated to our
wholesale channels, our direct to consumer efforts are growing and we expect this will increase our brand
awareness and thus positively impact sell-through in our wholesale channels. We operate our direct to
consumer channel through our wholly-owned subsidiary, Cutter & Buck Direct LLC.

For more information about our reportable segments, see Note 14 to our consolidated Financial
Statements filed under Part IV, Item 15(a)(1) of this report.

The apparel industry has long product lead times; orders for spring product are typically taken from
July to December and orders for fall product are taken from January through June. With the exception of
our Corporate business unit, our wholesale business primarily consists of pre-booked orders. However, we
see this trending more toward “at-once” orders in all channels as customers tend to purchase later into the
season and/or fill-in inventory during the season with at-once product orders.

Our backlog, which consists of open, unfilled orders, was approximately $16.3 million as of April 30,
2006, compared to approximately $19.4 million as of April 30, 2005. Orders typically ship within nine
months of the order date. Approximately 94% of orders are ultimately fulfilled. The small unfulfilled
portion is due to various reasons common to the apparel industry, including occasional sold-out inventory
positions, credit issues, and other customer-related issues.

Corporate

Our Corporate business unit accounted for 44% of net sales during fiscal 2006. This business unit sells
primarily to promotional products distributors (“PPD”) who then sell to corporations or events. Cutter &
Buck provides a quality consumer brand to the corporate market that is recognized and valued by end
customers. We are the leading premium branded apparel supplier to this industry. Corporate customers
primarily order CB Classics. Many of the garments sold to corporate customers are embroidered with an
organization’s logo. We embroider 18% of these items at our own distribution center, but typically the
PPD will have the product embroidered with their local provider. This is a standard practice in this
industry and not reflective of our embroidery capabilities, cost, or fulfillment.

Corporate orders tend to be “at-once,” therefore we stock adequate quantities of core product to
fulfill the demand for corporate orders.

Marketing for this business unit includes catalog and web-based initiatives as well as customized
marketing tools to support the promotional needs of our Corporate customers. We believe many of our
Corporate end consumers are golfers and therefore we are able to leverage our golf-lifestyle brand position
and the product selection that has evolved from our Golf business unit.




Golf

During fiscal 2006, Golf sales accounted for 24% of our total net sales. The majority of these sales
were to golf course pro shops and individual tournaments. Most Golf customers have their event or club
logo embroidered on the apparel they order. During fiscal 2006, we enhanced 69% of the items sold to
these customers with embroidery.

Our numerous golf-related partnerships and affiliations increase brand awareness. These key
partnerships include the PGA of America, the United States Golf Association, and the Executive Women’s
Golf Association. Our key sponsorships include The Golf Channel cable television network, LPGA Golf
Clinics, the Duramed FUTURES Golf Tour Inc., and professional tour players including LPGA hall-of-
fame inductee, Annika Sorenstam.

In fiscal 2006, we announced that we will continue our longtime partnership with Annika Sorenstam,
the No. 1 ranked golfer on the LPGA tour since 2001. Under the agreement, Annika will continue to wear
and endorse Cutter & Buck apparel, including her signature Annika Collection, at all her professional golf
events and media appearances through 2011. We also announced a sponsorship agreement with PGA tour
player Ryan Palmer to wear Cutter & Buck products while on tour. Additionally, we continue to sponsor
LPGA professional tour players Pat Hurst, Mhairi McKay, and Charlotta Sorenstam, PGA tour
professionals Jeff Gove, Bubba Dickerson, and Bill Glasson, and Champions tour professional Dave
Stockton.

We renewed our partnership with The Golf Channel, enabling us to continue our status as the Official
Golf Apparel Supplier of The Golf Channel cable television network through 2006. We also provide
apparel to the ESPN golf broadcasting team. In fiscal 2006, we signed a seven-year event merchandising
agreement with The PGA of America, extending a relationship which began in 1999. This agreement
ensures our products will be available at all PGA Championships and all Ryder Cup tournaments held in
the U.S. for an additional seven years through 2012.

Our Golf line includes a variety of high-end knit shirts, pants, skirts, shorts, and outerwear and
technical products from our CB ProTec collection. Men’s Golf customers order approximately 59% CB
Classic styles, and women’s Golf customers order approximately 64% seasonal styles. Our women’s
“Annika Collection” is developed in collaboration with Annika Sorenstam to create sporty, comfortable
products with European styling. Annika wears her namesake collection exclusively while on tour and, at
her request, we also provide Annika with product to wear while off the golf course.

Specialty Retail

Our Specialty Retail business unit accounted for 19% of net sales for fiscal 2006. Specialty Retail
customers include over 1,300 men’s and women’s clothing retailers, including select department stores such
as Von Maur, Patrick James, Parisian, and Nordstrom, big and tall catalogs and stores such as Rochester
Big & Tall and Casual Male, and collegiate and pro sports teams and shops, selling sports team apparel
through licenses with colleges, Major League Baseball, the National Football League, the National
Basketball Association, the National Hockey League and Minor League Baseball.

Specialty Retail customers order approximately 45% from our seasonal collections. Our product
assortment for this business unit is influenced by our golf collection but is distinctively designed for our
consumer off-the-course and includes more woven and sport shirt options. Our collegiate and pro sports
product assortment for this channel includes special color options for specific teams and CB Classics. Most
of our collegiate and pro sports product ships embroidered with the university or team logo. We support
this business unit by point-of-sale marketing, consumer promotions and direct marketing.




Direct to Consumer

Our Direct to Consumer business unit expanded in fiscal 2006 to include a consumer catalog and an
enhanced ecommerce website at www.cutterbuck.com. In order to manage this expansion, we formed a
wholly-owned subsidiary, Cutter & Buck Direct LLC. Overall, our Direct to Consumer business unit
accounted for 4% of total net sales in fiscal 2006. The direct to consumer channel provides an opportunity
to showcase our product assortment and increase brand awareness.

International and Licensing

Cutter & Buck branded products are sold worldwide via various licensing agreements. In fiscal 2006,
our international licensing accounted for 2% of net sales. We have transitioned the majority of our
international distributor relationships to licensees and the products they sell are generally identical to
products offered in the U.S. with certain unique offerings to select markets. We have renewable contracts
with international licensees to sell our products in Canada, Europe, Australia, New Zealand, China, Japan,
Korea, Philippines, Southeast Asia, the Middle East, and South Africa.

Our domestic licensing partnerships leverage the Cutter & Buck brand by developing complimentary
and non-competing products through selected manufacturing and distribution relationships. In April 2006,
we signed an agreement with Signature Eyewear to design and distribute Cutter & Buck branded eyewear
in optical and sun styles. We plan to debut the collection at Vision Expo West in the Fall of 2006.

Trademarks

CUTTER & BUCK, the Cutter & Buck pennant logo, and the Cutter & Buck tour logo are all
registered trademarks in the United States. CUTTER & BUCK is also registered for use on apparel and
other products in over 50 countries and both the Cutter & Buck pennant and tour logos are similarly
registered in over 25 countries. We have applied to register the ANNIKA patch and the ANNIKA logo in
over 40 countries, including the United States. We have applied to register CBUK in the European Union
and in the United States.

Competition

The sportswear segment of the apparel industry is highly competitive. We encounter substantial
competition in all of our distribution channels from other apparel companies. Our two primary distribution
channels, golf pro shops and promotional products distributors, are highly fragmented. We believe that our
ability to compete effectively is primarily dependant upon brand awareness, product differentiation,
technical innovation, product quality, distribution capabilities, and embroidery and value-added services.

We primarily compete in three market niches: customized apparel for corporations and corporate
events, the golf apparel market, and specialty and department store retail. These niches are within the
much larger markets of corporate gifts and merchandise, golf equipment and merchandise, and
independent specialty and upscale fashion. Most of the data relating to these markets is aggregated data; it
is difficult to obtain market data that is relevant specifically to sportswear apparel. Over the last year, we
believe the overall corporate market has increased along with overall corporate spending. According to
industry sources, rounds of golf played in the United States have declined over the past several years, but
have increased approximately 9% from the prior year at golf courses in the United States during the first
four months of 2006.

Information Systems

During fiscal 2006, we successfully implemented our new enterprise resource planning (“ERP”)
system and upgraded our warehouse management system. Additional system functionality will be




implemented in future periods to gain additional operational efficiencies. Also during fiscal 2006, we
installed a new catalog order system and a voice-over internet protocol phone system with call center
management software and we launched a product design management (“PDM?”) project. The installation
of new systems and upgrades of existing systems will continue to require investment of employee time, as
well as additional capital investment, over at least the next two years. During fiscal 2007, we plan to
complete the PDM project and commence a supply-chain management project.

Employees

As of April 30, 2006, we had 359 full-time and 21 part-time employees in the United States. The
majority of our sales force are independent agents. None of our employees is a member of a union and we
consider our relations with our employees and agents to be satisfactory.

Available Information

Copies of our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on
Form 8-K, and proxy statements, as well as any amendments thereto, are available free of charge via our
website, www.cutterbuck.com. In addition, as soon as reasonably practicable after they are filed with the
Securities and Exchange Commission, these reports are available on the Securities and Exchange
Commission website: www.sec.gov.

Item 1A. Risk Factors
Brand Integrity

Because we position the Cutter & Buck brand to consistently represent high-quality premium-branded

apparel that is available at select locations, maintaining the integrity of the Cutter & Buck brand is i
essential to our business. We regard our name and logo as valuable assets, and critical to marketing our
products based on our brand image. Leading brands in the apparel industry have historically been subject
to competition from imitators that infringe the trademarks and trade dress of the brand. Although we do
not believe we have been materially harmed by infringement of our trademarks or trade dress to date, we
have experienced some instances of such infringement and have taken actions to protect our rights. If we
are unable to successfully defend the integrity of our brand, our business may be materially harmed.

Design

The success of Cutter & Buck is dependant on our ability to offer styles that please consumer tastes
for color, styles, and fabrics. If we misjudge these tastes, we could experience insufficient or excess
inventory levels, missed market opportunities, or higher markdowns.

Inventory Management

Due to long lead times in the apparel industry that result from the seasonal characteristics of our
business, customer delivery schedules, and the shipping time from factories to our distribution center,
which is generally four to six weeks, sales forecasting and inventory planning are of paramount importance.
Our ability to continue to satisfy our Corporate customers is partially dependant upon our ability to meet
their needs on demand. In order to meet the unique needs of all our distribution channels, we generally
maintain inventory balances of approximately four to five months of sales. If we are unable to accurately
forecast our sales or plan for appropriate levels of inventories, it may have a material adverse impact on
our financial condition and results of operations.




Third-Party Production

Our products are produced by third parties. We do not own or operate any production facilities.
Although we believe we have good relationships with our factory partners, we do not have long-term
contracts with them. Therefore, our competitors may gain production capacity that we need for our
business or the factories may fail to perform as expected, which may result in our customers canceling or
reducing their orders. Reliance on third-party manufacturers also creates quality control risks. A failure in
our quality control program could result in diminished product quality.

Overseas Production

We have not experienced any material difficulties as a result of foreign political, economic, or social
instability, however we remain subject to the risks associated with foreign suppliers, including, without
limitation, economic, environmental, political, and health risks, especially if they impacted Thailand and
India, where the majority of our production occurs. We may experience delays in shipping from time to
time, whether due to third-party strikes or otherwise. Delays in shipments and other factors beyond our
control could materially harm our relationships with our customers, our reputation in the industry, and our
financial condition and operating results.

Distractions of a Governance or Proxy Challenge

In the past, shareholders have submitted nominees for our board of directors and it is possible that we
might receive shareholder nominations for our board at our 2006 annual meeting. If we do receive
nominations our Corporate Governance Committee determines that inclusion of those nominees as part of
our recommended slate is not in the best interest of the Company or our shareholders, the Committee’s
fiduciary duties would dictate that it oppose the election of those nominees. In that circumstance, we could
face a proxy contest and management would be required to expend substantial time and energy, which may
divert management’s attention from our operations. We could also incur significant additional costs,
including legal and financial advisory fees, that would negatively impact our operating results. We could
also experience management and employee distraction and may have difficulty attracting and retaining
employees as a result of the uncertainty that often accompanies this type of event.

Key Employees

Because we position the Cutter & Buck brand to represent high-quality, premium-branded apparel,
coupled with superior customer service, we rely on key employees in various areas of our operations. We
also operate on a strict seasonal merchandise calendar that includes personnel from our design, product
development, production, and sales groups. If we were to experience the loss of key employees in the
future without orderly succession, our business might be harmed.

Competition

Some of our competitors are significantly larger and more diversified than we are and have
substantially greater resources available for developing, marketing, sourcing, and selling their products. We
cannot provide assurance that we will be able to maintain or increase our market share in our distribution
channels. We may also face increased competition from new competitors. As a result of this competition,
we may experience lower sales or greater operating costs, which would have an adverse effect on our
margins and our results of operations.

Item 1B. Unresolved Staff Comments

None.



Item 2.  Properties

We lease our principal executive offices, which are located in Seattle, Washington, under a lease that
covers approximately 49,000 square feet and expires in July 2010. We lease approximately 405,000 square
feet of space for a distribution center and embroidery production facility in Renton, Washington under a
lease that expires in November 2011. We use approximately 170,500 square feet of the Renton facilities.
The remainder is subleased in its entirety to three separate tenants. Two tenants occupy 80% cf the
subleased space under leases that are coterminous with the Company’s lease. The remaining 20% is
subleased through March 2007. Our wholly-owned subsidiary, Cutter & Buck Direct LLC, leaszs
approximately 14,500 square feet of office space in Alpharetta, Georgia, under a lease that expires in
October 2011, for employees that manage our direct to consumer catalog and website operations. We also
lease approximately 3,000 square feet of space for a showroom in New York City under a lease that expires
in December 2010.

Item 3.  Legal Proceedings

The Company is a party to routine litigation incidental to its business. Management believes the
ultimate resolution of these other routine matters will not have a material adverse effect on the Company’s
financial condition or results of operations.
Item4.  Submission of Matters to a Vote of Security Holders

No matters were submitted to a vote of shareholders during the fourth quarter of fiscal 2006.




PARTII

Item 5.  Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases
of Equity Securities

Market Information

Our common stock is listed on the NASDAQ National Market under the symbol “CBUK.” The
following table sets forth, for the periods indicated, the high and low closing prices of the common stock as
reported on the NASDAQ National Market.

Fiscal 2006 High Low
Quarter:
First. ..o $13.50 $11.52
Second ........... .. i, $13.86 $11.57
Third......... ... o i $12.49 $10.88
Fourth. ...t $12.78 $10.84
Fiscal 2005 High Low
Quarter:
First. oo $10.86 § 9.15
Second . ... $12.12  $10.80
Third......... ... i $15.16 $11.91
Fourth........................... $16.10 $12.70

Holders

As of June 9, 2006, there were 3,376 holders of our common stock based on the number of registered
and beneficial shareholders.

Dividends

During each quarter of the fiscal years ended April 30, 2005 and 2006, the Company paid a $0.07 per
share dividend, except that during the first quarter of fiscal 2005 the quarterly dividend was $0.05 per
share. Additionally, during the third quarter of fiscal 2006, the Company paid a special dividend of $1.34
per share.

On June 28, 2006, our board of directors approved a $.07 per share quarterly dividend payable on
July 28, 2006, to shareholders of record on July 13, 2006.



Securities authorized for issuance under equity compensation plans

The following table sets forth our equity compensation plan information:

Number of securities to Weighted average

be issued upon exercise of exercise price of Number of securities
outstanding options, outstanding options, remaining available
Pian category warrants and rights warrants and rights for future issuance
Equity compensation plans approved by
security holders. .. .................. 606,208 $7.53 377,785
Equity compensation plans not approved
by security holders (A) .............. 46,786 3.53 i —
Total ... 652,994 $7.24 377,785

(A) On both November 13, 2002, and June 16, 2003, pursuant to the exemption provided in Section 4(2) of
the Securities Act, the Company granted options to purchase shares of the Company’s coramon stock
to newly hired executives. The options are exercisable at the closing price of the Company’s common
stock on the date of grant, as adjusted for the impact of the special dividend paid in Novernber 2005.
The options are exercisable for a period of 10 years, subject to earlier termination in the event of a
change in the executive’s employment with the Company.

Purchases of equity securities by the issuer

In March 2004, the Company announced a stock repurchase program, allowing for the repurchase of
up to $6.0 million of common stock. On July 5, 2005, the board of directors approved an increase in the
stock repurchase program to provide for up to $10.0 million of additional repurchases beyond the $4.2
million repurchased through that date, bringing the total repurchase authorization since inception of the
program to $14.2 million. The following table sets forth our purchases of our common stock for the fiscal
quarter ended April 30, 2006:

Total number of Maximum dollar
shares purchased as value of shares that
Total number of Average price part of a publicly may yet be purchased
Period shares purchased  paid per share announced plan under the plan
February 02/01/06 - 02/28/06 . ... 94,500 $11.51 94,500 $1,857,000
March 03/01/06 - 03/31/06. .. .... 25,600 $12.07 25,600 $1,549,000
April 04/01/06 - 04/30/06. . ...... 114,444 $12.18 114,444 $ 154,000
234,544 o 234,544

Subsequent to year end, the Company has utilized the repurchase authorization that remained as of
April 30, 2006, of approximately $154,000. At this time, the Company has no plans to implement a new
repurchase program.
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Item 6. Selected Financial Data

Year Ended April 30,

Netsales. ...t
Gross profit......c.ocovviiiiiinnninn...

Selling, general and administrative . ..........
Depreciation.............. ... ..o ...
Restatement eXpenses. . ... vovevreenneenn..
Restructuring and asset impairment. .........

Total operating expenses ...............

Operating income (1088) .. .......c.ovvven...

Net interest income (expense)...............
Income (loss) from continuing operations
before income taxes.............c.oonl...
Income tax expense (benefit)................
Income (loss) from continuing operations. . ...
Income (loss) from discontinued operations,
netoftax ........cooiiiiiiiii e
Netincome (I0SS) . ....ovev ...

Diluted earnings (loss) per share:
From continuing operations...............
From discontinued operations.............
Net earnings (loss) pershare ..............

Cash dividends declared per common share . . .

April 30,

Working capital ......... ... ..o
Totalassets ..ol
Long-term debt and capital lease obligations . .
Total shareholders’ equity ..................

*

2006 2005 2004 2003 2002
(in thousands, except per share amounts)

$131,298 $126,560 $128,374 $131,699 $161,113
59,666 60,606 58,590 54,787 54,924
49,104 45,397 41,376 42,400 52,350
2,821 2,767 3,988 5,109 5,423
(648) 368 4,968 8,169 —
(230) —  (349) 3806 _ 5524
51,047 48,532 49,983 59,484 63,297
8619 12,074 8607  (4697)  (8373)
1,161 678 122 (386)  (1,599)
9,780 12,752 8729  (5083)  (9.972)
3,431 4,138 944 (65)  (2,945)
6349 8614 7,785 (5018)  (7,027)
— -~ 146 (6,980)  (3,346)
6340 8614 _ 7931 (11,998) (10.373)
$ 057 $ 075 $§ 070 $ (0.47) § (0.66)
$  — $ — S 001 $§ (066) S (0.32)
$ 057§ 075 S 071 § (113) $ (0.98)
$ 162 § 026 § 005 § — 3 —

2006 2005 2004 2003 2002

(in thousands)

$ 61,855* $ 82,672 $ 75080 $ 65,622 § 71,924
81,693* 100,226 93,930 95,678 106,769
— — 111 702 3,716
66,986* 87,875 79,729 71,988 83,394

The decline in working capital, total assets, and shareholders’ equity during fiscal 2006 was due

primarily to the $17.7 million of dividends paid and $10.7 million of share repurchases made.
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Item7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

You should read this section together with “Selected Financial Data” and our consolidated financial
statements and related notes thereto in this report. In addition to the historical information contained herein,
this report contains forward-looking statements that involve risks and uncertainties. You should be aware that
our actual results could differ materially from those contained in any forward-looking statements. Our actual
results will depend upon a number of factors, including but not limited to the following: the risk factors set forth
in Part I, Item 1A of this report; our ability to control costs and expenses, including costs associated with the
ongoing upgrade of some of our computer systems and our marketing initiatives and costs associated with
regulatory compliance; the potential outcome of pending and future audits by various taxing jurisdictions; our
ability to maintain our relationships with our sponsored professional golfers; relations with and performance of
suppliers; our ability to carry out successful designs and effectively advertise and communicate with the
marketplace and to penetrate our chosen distribution channels; our ability to appropriately price our products;
the number of golf rounds played, which may be impacted by severe weather-related disasters and the weather in
general; competition; risks related to the timely performance of third parties, such as shipping companies,
including risks of strikes or labor disputes involving these third parties; the ability of a concentrated group of
shareholders to significantly influence matters requiring shareholder apparel; distractions of a governance or
proxy challenge, which may divert management attention from operations; identifying, attracting ard retaining
employees, including key management personnel especially during potentially uncertain times resuliing from
competing shareholder proposals; political and trade relations; the overall level of consumer spending on
apparel; and global economic and political conditions, including impacts of increasing oil prices, disease and
terrorism and responses thereto, including war. Additional information on these and other factors that could
affect our financial results is set forth below and in Part I, Item 1A. Finally, there may be other factors not
mentioned above or included elsewhere in this report that may cause actual results to differ materilly from any
forward-looking statements. You should not place undue reliance on any forward-looking statemer:ts. We
assume no obligation to update any forward-looking statements as a result of new information, future events, or
developments, except as required by the securities laws.

All references to fiscal years are references to our fiscal years ending April 30.

Overview

Cutter & Buck designs and markets upscale sportswear and outerwear under the Cutter & Buck brand
name. We sell our products primarily via our wholesale segment, which consists of our Corporate, Golf,
and Specialty Retail business units. We also sell directly to consumers via a catalog and websit: and have
agreements with several distributors and licensees that sell our products internationally as well as selected
non-apparel and non-competing products both internationally and domestically.
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Results of Operations

The following table sets forth, for the fiscal years indicated, certain consolidated income statements
data expressed as a percentage of net sales.

Year Ended April 30, 2006 2005 2004
Consolidated Income Statement Data:
Net sales....... F O 100.0% 100.0% 100.0%
Costofsales . ... i 546 521 544
GTOSS PIOLIL . . e e e e e et e e e e 454 479 456
Operating expenses:
Selling, general and administrative. ........... ... i, 372 359 319
Depreciation. .. ...ttt e e 21 2.2 31
ReStatement EXPenSES. . .« o v v vttt et et e e 05) 03 3.9
Total operating eXpenses . ...ttt 388 384 389
OPerating INCOMIE. . . .\ttt ettt e s e e e e e e e e et aa s 6.6 9.5 6.7
INEet INtEIeSt INCOME . . .t ve et ettt et e e v ee e e 0.9 0.6 0.1
Income from continuing operations before income taxes................... 7.5 10.1 6.8
Income tax EXPEeNSE .. ... v ettt e 2.6 3.3 0.7
Income from continuing operations .............. ... i i 4.9 6.8 6.1
Income from discontinued operations, netof tax. ................ooovo.. .. — — 0.1
Netincome ............. e e e 49% 68% 62%

The decline in gross profit percentage during fiscal 2006 was primarily due to increased markdowns
and liquidation sales as the Company phased-out more discontinued styles in fiscal 2006 than fiscal 2005.
Selling, general and administrative costs increased as a percentage of sales during fiscal 2006 primarily due
to the expenditures related to the direct to consumer catalog and website initiatives.

Year Ended April 30, 2006 Compared to the Year Ended April 30, 2005
Net Sales

Overall, sales increased in fiscal 2006. The sales growth is primarily a result of our expanded direct to
consumer catalog and enhanced website. The detail of net sales by business unit is as follows:

Increase/ Percent
Year Ended April 30, 2006 2005 (Decrease) Change
(in thousands, except percent change)
COTPOTALE .« .ottt et e e $ 58219 $ 56,874 § 1,345 2.4%
GOl e 31,453 34,753 (3,300) 9.5
Specialty Retail. . ...... ... i 25,285 23,453 1,832 7.8
DirecttoConsumer. ......oovveveiinnn ., 5,586 2,041 3,545 173.7
International and Licensing .. ...................... 3,263 3,130 133 4.2
Other ... e 7,492 6,309 1,183 18.8
Total. ..o e $131,298 $126,560 $ 4,738 3.7%

The Corporate business unit sells primarily to promotional products distributors and represented
44.3% and 44.9% of sales for fiscal 2006 and 2005, respectively. The 2.4% year over year increase was due
to the earlier October release date of our annual catalog, which featured our updated classics line,
including CB ProTec, women’s companion pieces, and our Signature Collection. Corporate sales for the
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first six months of fiscal 2006 were down 6.6% from the prior year. Since the introduction of our updated
classics line, net Corporate sales increased 12.2% year over year for the last two fiscal quarters.

During fiscal years 2006 and 2005, Golf net sales represented 24.0% and 27.5% of total net sales,
respectively. Golf sales declined $3.3 million during fiscal 2006, of which $1.5 million of the decline was
due to decreased sales at tournaments, primarily the Ryder Cup, which generates significant sales for us
every fourth year when that tournament is held in the United States. The remainder of the deci-ease is
primarily attributable to poor acceptance of our Fall 2005 fashion collection. Our Spring 2006 fashion
collection has been better received and non-tournament golf sales have been consistent with the prior year
during the six months ended April 30, 2006.

The Specialty Retail business unit encompasses upscale clothing retailers, big and tall storzs and
catalogs, and collegiate and pro sports team stores. Specialty Retail net sales represent 19.3% and 18.5%
of total net sales during fiscal 2006 and 2003, respectively. Sales through this business unit increased $1.8
million during fiscal 2006 compared to fiscal 2005, primarily due to growth in the Big & Tall market niche.
Additionally, sales of our Spring 2006 fashion line to other specialty retailers have been favorable. We
offered four seasonal deliveries during fiscal 2006, whereas we offered three in the prior year, with the first
delivery scheduled a month earlier than in the previous year. These changes were made in order to offer
refreshed product on a more frequent basis to align with our customers’ needs.

Direct to Consumer sales increased $3.5 million over fiscal 2005 due to our new consumer catalog
initiative and enhanced website, both of which were launched during the second quarter of fiscal 2006.

Other net sales include liquidation and shipping revenue. These sales increased during fiscal 2006
compared to the prior year due to increases in liquidation sales resulting from to the significant quantity of
discontinued styles in our Classics line, as discussed in the Gross Profit section, below.

Gross Profit

Our Gross Profit percentage decreased to 45.4% in fiscal 2006 compared with 47.9% of net sales in
fiscal 2005. The decrease was primarily due to price markdowns on discontinued CB Classics, as well as
inventory writedowns for the discontinued CB Classics and prior season fashion lines that remain unsold as
of April 30, 2006. In October 2005, we introduced a significant change to our Classics line that included
many new men’s styles and added new women’s “companion” pieces to the line. In conjunction with the
upgraded line, we discontinued a number of slow-selling Classics styles. In order to reduce the amount of
liquidation sales of these discontinued styles, which would have further lowered our gross profi:
percentage, we began selling them at discounted prices through our primary wholesale channels beginning
in August 2005 and throughout most of the third quarter. During fiscal year 2005, the changes to the
Classics line were not as significant and we did not begin discounting the discontinued styles until October.

Our gross profit may not be comparable to other companies, since some companies includs2 all costs
related to their distribution network in the cost of sales. We have consistently included inbound. freight
charges in cost of sales, and included other costs of distribution in selling, general and administrative
expenses.

Selling, General and Administrative

Selling, general and administrative expenses totaled $48.9 million in fiscal 2006 compared o $45.4
million in 2005, an increase of $3.5 million or 7.7%. As a percentage of net sales, selling, generzl and
administrative expenses increased from 35.9% in fiscal 2005 to 37.2% in fiscal 2006. During the second
quarter of fiscal 2006, we launched a consumer catalog initiative. Direct costs of catalogs mailed during
fiscal 2006 totaled $3.1 million. Additionally, staffing expenses related to the catalog and our erhanced
ecommerce website totaled $0.7 million.
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Restatement Expenses

In fiscal 2002, we restated certain of our historical financial statements for irregularities and errors. As
a result of the circumstances underlying the restatement, three shareholder class action lawsuits and a
shareholder derivative lawsuit were filed, naming us and certain of our current and former directors and
officers as defendants. In addition, the Company filed a complaint against the insurance carrier of its
directors and officers liability policy, Genesis Insurance Company (“Genesis”). Fiscal 2005 restatement
expenses of $0.4 million consist primarily of legal fees incurred pursuant to the lawsuits. The Company was
not successful in its appeal in its lawsuit against Genesis. Although we did not recover the damages we were
seeking, we were not required to repay the premium for the policy in question and therefore the
approximately $0.5 million that had been recorded for this outstanding liability, plus some additional accruals
for legal and other estimated costs, was reversed during fiscal 2006.

Income Taxes

We recorded approximately $3.4 million of income tax expense for fiscal 2006 compared to $4.1
million of income tax expense for fiscal 2005. The effective tax rate was 35.1% and 32.5% for fiscal years
2006 and 2005, respectively. The lower tax rate in fiscal 2005 was due to a reduction in estimated state
income tax liabilities.

Year Ended April 30, 2005 Compared to the Year Ended April 30, 2004
Net Sales

Sales in all business units, except Golf and Other sales, increased in fiscal 2005 compared to fiscal
2004. Net sales in our Golf business unit were impacted by poor acceptance of our fashion lines and a slow
economic recovery in the golf industry. Also during fiscal 2005, we hired and trained sales representatives
who were new to the Cutter & Buck brand. Other sales consist primarily of liquidation sales and the Other
sales decline reflects a decrease in such sales in fiscal 2005 compared with fiscal 2004. The detail of net
sales by business unit is as follows:

Increase/ Percent
Year Ended April 30, 2005 2004 (Decrease) Change
(in thousands, except percent change)
Corporate ... $ 56,874 $ 53942 § 2932 5.4%
Golf. .. 34,753 39,699 (4,946) -12.5
SpecialtyRetail. .. ....... ... i 23,453 22,517 936 4.2
Directto Consumer. .......ovviineeiniiinnenn 2,041 1,365 676 49.5
International and Licensing ....................... 3,130 2,686 444 16.5
OhET .o 6,309 8165  (1,856)  -22.7
TOtal. . oo $126,560 $128374  (31814) -14%

Corporate net sales, which represented 44.9% and 42.0% of sales for fiscal 2005 and 2004,
respectively, demonstrated continued strength, primarily due to the sales and marketing of our 2004
Classics line and as corporate customers began to increase spending on their events and programs. In
January 2004, we launched a new corporate catalog featuring new designs, which had a positive impact on
sales throughout the calendar year.

During fiscal years 2005 and 2004, Golf net sales represented 27.5% and 30.9% of total net sales,
respectively. Net sales in the Golf business unit were impacted by a slower economic recovery in the golf
industry, as well as our hiring and training of sales representatives that were new to the Cutter & Buck

brand.
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Specialty Retail net sales represented 18.5% and 17.5% of total net sales during fiscal 2005 and 2004,
respectively. Sales through this business unit increased $0.9 million during fiscal 2005 compared to fiscal
2004, primarily due to growth in the collegiate and pro sports sales programs.

International and licensing net sales, which represented 2.5% and 2.1% of our total net sales during
fiscal 2005 and 2004, respectively, increased during fiscal 2005, primarily due to the strength of our
relationship with key licensees and their increased experience with our brand in their marketplaces
coupled with improving economic conditions in certain of our international markets.

Direct to Consumer sales, which represented 1.6% and 1.1% of net sales during fiscal 200: and 2004,
respectively, increased during fiscal 2005, primarily due to increased customer acceptance of online
shopping and inclusion of Cutter & Buck product in third party catalogs and websites.

Other sales decreased during fiscal 2005 compared to the prior year, primarily due to decreases in
liquidation sales as we continued to focus on inventory management.

Gross Profit

Our Gross Profit percentage increased to 47.9% in fiscal 2005, compared with 45.6% of net sales in
fiscal 2004. Our margins increased during 2005 as we improved our sourcing and adjusted our pricing
structure for certain products, while limiting the number of new styles in our Classics line, resulting in
fewer liquidation sales. We also shifted more of our international sales to licensees, as opposec! to
distributors, whereby we incur fewer direct costs.

Our gross profit may not be comparable to other companies, since some companies inclucie all costs
related to their distribution network in the cost of sales. We have consistently included inbound freight
charges in cost of sales, and included other costs of distribution in selling, general and administrative
expenses.

Selling, General and Administrative

Selling, general and administrative expenses totaled $45.4 million in fiscal 2005 compared to $41.0
million in 2004, an increase of $4.4 million or 10.7%. As a percentage of net sales, selling, general and
administrative expenses increased from 31.9% in fiscal 2004 to 35.9% in fiscal 2005. During fiscal 2005, we
added personnel in the areas of product design, planning, and development and we increased marketing
expenditures, primarily in the areas of corporate and women’s golf sales. We also invested in a new ERP
system and incurred significant costs to comply with new internal control reporting requiremerits for public
companies. We also incurred higher costs during fiscal 2005 due to the transitioning to a new CEO.

Depreciation

Depreciation expense decreased during fiscal 2005, primarily due to the phase-out of investments in
in-store fixturing that was completed in the prior year, as well as the completion of several capital lease
terms.

Restatement Expenses

Restatement expenses totaled approximately $5.0 million for the year ended April 30, 2004 and
included $3.5 million of legal and professional fees, of which $0.9 million was advanced in conriection with
the indemnification of former officers, and $1.2 million of accrued retention bonuses to certair key
employees.

16




Income Taxes

We recorded approximately $4.1 million of income tax expense for fiscal 2005 compared to $0.9
million of income tax expense for fiscal 2004. The effective rate for income taxes in fiscal 2004 was well
below our fiscal 2005 effective tax rate and below our anticipated ongoing effective tax rate. In fiscal 2004,
we reversed a valuation allowance against our deferred tax assets of $1.2 million, thereby significantly
reducing the effective tax rate. In addition, income tax expense for fiscal 2004 was reduced by $0.9 million
related to the reconciliation of the tax provision to the income tax return as filed for fiscal 2003 and
changes in estimates of our income tax liabilities.

Liquidity and Capital Resources

Our primary ongoing capital requirements are to finance working capital and the continued growth
and operations of our business, including investments in fixed assets. During fiscal 2006, our capital
requirements were funded by operating activities. Net cash provided by operating activities during fiscal
2006 was $9.9 million compared to $8.8 million during fiscal 2005. Although net income was lower during
fiscal 2006 than fiscal 2005, operating cash generated during 2005 was lower due to an overall net increase
in inventory in 2005.

Net cash provided by investing activities was $13.9 million compared to $14.2 million used in fiscal
2005. During fiscal 2005, the Company was investing its positive operating cash proceeds into additional
short-term investments. During fiscal 2006, the short-term investments were reduced in order to pay a
$1.34 per share special dividend. The remaining amounts in short-term investments are in short term
interest-bearing U.S. Government and high-quality corporate debt instruments. We hold these instruments
to maturity, which currently averages 122 days at the date of purchase. At April 30, 2006, we held $12.3
million in short-term investrents. To support our operations, capital expenditures totaling $2.6 million
were incurred during fiscal 2006. These capital expenditures primarily consisted of information technology
initiatives, as we upgraded and replaced some of our computer systems. Our annual capital expenditures
are limited by our loan agreement to $4.0 million per year.

Net cash used in financing activities was $27.7 million, which primarily consisted of dividends and
repurchases of the company’s common stock. The special dividend and the share repurchases represent
approximately $28.4 million of capital the Company returned to shareholders. During fiscal 2006, we paid
dividends totaling $1.62 per share of common stock, which includes four quarterly dividends of $.07 per
share and a special dividend of $1.34 per share. On June 28, 2006, the board of directors approved a
quarterly dividend of $.07 per share. We may decide to discontinue or modify our quarterly dividend
payments at any time if we determine that other uses of our capital may be in the best interests of our
shareholders.

Our share repurchase program initiated in fiscal 2004 authorized the purchase of up to $6.0 million in
company stock. In July 2005, the board of directors approved an increase in the stock repurchase program
to provide for up to $10.0 million of additional repurchases beyond the $4.2 million that had been
repurchased at that time, bringing the total repurchase authorization of the program to $14.2 million.
During fiscal 2006, we purchased approximately 886,000 shares of our common stock at an average price of
$12.11. Subsequent to year end, we utilized the repurchase authorization that remained as of April 30,
2006, of approximately $154,000. Over the life of the program, we repurchased 1,170,000 shares at an
average price per share of $12.14. At this time, the board of directors has not authorized additional share
repurchases.

The Company has a loan agreement with Wells Fargo HSBC Trade Bank, N.A., through March 10,
2008, secured by all assets of the Company, for a $35 million line of credit. Borrowings, if any, under this
agreement would bear interest at prime minus 1.0%. Covenants contained in this loan agreement include
maintaining a debt to equity ratio of not more than 1.0, a quick ratio of not less than 1.0, and profitability
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of $5.0 million per year. As of April 30, 2006, we had no borrowings with Wells Fargo HSBC Trade Bank,
N.A. under this line of credit other than open letters of credit, as discussed below.

We believe that the remaining cash on hand and cash generated from operations, as well as our ability
to borrow under bank lines of credit, will be sufficient to meet our cash requirements during fiscal 2007.
Also, we have alternative sources of financing available, including factoring our accounts receivable and
financing our capital expenditures with leases. Although these methods of financing are currently available,
we do not anticipate using alternative sources of financing during fiscal 2007. However, our capital needs
will depend on many factors, including our growth rate, the need to finance increased production and
inventory levels, the success of our various sales and marketing programs, and various other factors.

Off- Balance Sheet Arrangements

As of April 30, 2006, pursuant to its loan agreement with Wells Fargo HSBC Trade Bank, N.A,, the
Company had open letters of credit with suppliers totaling $2.1 million.

Contractual Obligations

The following is a summary of our contractual obligations as of April 30, 2006:

Payments due by period

Less than
1 year 1-3 years 3-5 years After S years Total
(in thousands)
Purchase Obligations(1)........... $18,428 $ — $ — $ — $18,428
Operating leases(1)............... 3,582 7,565 6,041 1,385 19,173

$22,010 $7,565 $6,641 $1,385 :IS37,601

(1) The purchase obligations and operating lease commitments are not reflected on the consolidated
balance sheets under accounting principles generally accepted in the United States.

Critical Accounting Policies and Use of Estimates

Our significant accounting policies are described in Note 1 to the consolidated financial statements
included herein under Item 8 of our annual report on Form 10-K. Our discussion and analysis of financial
condition and results of operations are based upon our consolidated financial statements, which have been
prepared in accordance with accounting principles generally accepted in the United States. Th:
preparation of the financial statements requires us to make estimates and judgments that affect the
reported amounts of assets, liabilities, revenues, expenses, and related disclosures of contingent assets and
liabilities. On an ongoing basis, we evaluate the estimates that we have made. These estimates are based
upon our historical experience and on various other assumptions that we believe to be reasonable under
the circumstances. Our actual results may differ from these estimates under different assumptions or
conditions. We believe the following critical accounting estimates affect our more significant judgments
and estimates used in the preparation of our consolidated financial statements.

Reserve for Product Returns

We maintain a reserve for probable future product returns. We analyze the rate of historical returns
and trends in changes to the rate, if any, when evaluating the adequacy of this reserve. The rate of returns
in our wholesale segment has remained consistent over the past several years. The Direct to Consumer
business unit has a higher rate of returns than the wholesale segment. However, as of April 30, 2006, this
higher rate does not have a material impact on our reserve for future product returns. The estimate for
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product returns is included in our calculation of net sales. If we were to experience an increase in our
product returns or changes in our sales mix, additional reserves may be required.

Allowances for Doubtful Accounts

We maintain an allowance for accounts that are doubtful to be ultimately collected, resulting from the
inability of our customers to make required payments. These losses are included in bad debt expense. We
determine the adequacy of this allowance by regularly reviewing our accounts receivable aging and
evaluating individual customer receivables, considering current economic conditions and the customer’s
financial condition and credit history. If the financial condition of our customers were to deteriorate,
resulting in an impairment of their ability to make payments, additional allowances may be required.

Reserve for Sales Allowances

We maintain a reserve for future sales allowances related to current period sales. We analyze the rate
of historical sales allowances and changes in sales programs when evaluating the adequacy of this reserve.
The estimate for sales allowances is included in our calculation of net sales. If we were to grant additional
sales allowances, additional reserves may be required.

Accrued Rebates

The Company offers certain sales incentives, including cash rebates, which are recorded as reductions
to net sales, and free product, which are recorded as cost of goods sold. Some of these incentives are
earned upon customers achieving certain annual sales milestones or sales growth. Although, these
incentives are due to customers only if and when the sales targets are achieved, we accrue a liability for the
estimated incentives to be earned ratably over all of a customer’s projected sales on a customer by
customer basis. If actual customer sales differ from the projected sales used to accrue the liabilities, net
sales or gross margins may be materially impacted.

Inventories

Inventories, which are predominantly finished goods, are valued at the lower of cost or market. We
perform a detailed analysis of inventory on a quarterly basis to identify unsold out-of-season or
discontinued merchandise. We estimate the net realizable value of this merchandise based upon
disposition plans and historical experience and a valuation allowance is established to reduce the carrying
amount to its estimated net realizable value. Additionally, we reserve a portion of our seasonal lines as it is
received based on our historical rate of product that ultimately is sold below cost due to incomplete color
and sizing runs. If actual market conditions are less favorable than those we project or if our color and size
runs of our fashion lines are not consistent with customer purchases, additional writedowns may be
required.

Restructuring Liability

The remaining restructuring liability pertains to estimated losses pursuant to long-term leases due to
excess warehouse capacity. Key variables in determining this estimate include the anticipated timing of
sublease rentals, estimates of sublease rental payment amounts, and estimates for brokerage and other
related costs. We periodically evaluate and, if necessary, adjust our estimates based on currently available
information. Should the creditworthiness of our subtenants deteriorate or if we are unable to renew leases
at the anticipated lease rates or within the estimated time periods, this liability would need to be increased.
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Valuation Allowance for Deferred Income Tax Assets

We periodically review the need for a valuation allowance to reduce our deferred income tax asset
balances to their net realizable value. To the extent we determine an allowance is required, we determine
the adequacy of this allowance by regularly reviewing our historical taxable income and forecasts of future
taxable income over the periods in which the temporary differences are anticipated to reverse. If our actual
results are lower than our forecasted future results, allowances may be required.

Pending Adoption of an Accounting Pronouncement

In December 2004, the Financial Accounting Standards Board issued Statement (“SFAS”) 123(R),
Share-Based Payments, which supercedes Accounting Principles Board Statement No. 25, Accounting for
Stock Issued to Employees. Generally, the approach in SFAS 123(R) is similar to the approach described in
SFAS 123 in its requirement to recognize share-based payments to employees in the income statement,
based on estimates of the fair value of the payments as of their grant date. However, pro forma disclosure
is no longer an alternative. We are currently evaluating the impact of adopting SFAS 123(R), tut do not
expect a material impact upon its adoption in the first quarter of fiscal 2007.

Item 7A. Quantitative and Qualitative Disclosures about Market Risk

We are subject to certain market risks, including interest rate risks associated with financial
instruments included in cash and cash equivalents and short-term investments and foreign currency
exchange rate risk on some of our receivables due from foreign licensees. None of these financial
instruments are entered into for trading purposes and we do not use derivative financial instruments to
manage interest rate risk, to reduce our exposure to changes in foreign currency exchange rates, or for
speculative trading purposes.

Investments with maturities beyond ninety days as of the purchase date are classified as short-term
investments. Changes in interest rates may affect the fair market value of these instruments. We invest in
interest-bearing U.S. Government and high-quality U.S. corporate debt instruments and hold these
instruments until maturity. The average time to maturity as of the purchase date for short-term
investments held as of April 30, 2006, was 122 days and none have maturity dates beyond August 15, 2006.
The weighted average interest rate of our short-term investment portfolio at April 30, 2006 was 4.78%.
Due to the short-term nature of these instruments and our investment policies and procedures, we do not
expect interest rate fluctuations to have a material adverse effect on our results of operations.

As of April 30, 2006, our short-term investment portfolio totaled $12.3 million. This is substantially
less than the $28.8 million portfolio held as of April 30, 2005 due to the $14.7 million special dividend paid
during the third quarter of fiscal 2006 and the $10.7 million of share repurchases that were made
throughout fiscal 2006.

Some of our licensing agreements compute the royalties due to us in the functional currency of the
country in which the licensee operates. From the date of licensee sales until the date on which we are paid,
typically within 70 days, the revenues we earn are subject to foreign currency exchange rate risk.
Additionally, we do have some remaining assets and liabilities from our closed European operations that
are denominated in Euros. Neither of these items is material to our consolidated financial statements as of
April 30, 2006.

Item 8. Financial Statements and Supplementary Data

The financial statements required pursuant to this item are filed under Part IV, Item 15(ai(1) of this
report. The financial statement schedule required under Regulation S-X is filed under Part IV, Item
15(a)(2) of this report.
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Item 9.  Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.

Item 9A. Controls and Procedures
Disclosure Controls and Procedures

As of April 30, 2006, we evaluated the effectiveness of the design and operation of our disclosure
controls and procedures as defined in Rules 13a-15(e) and 15d-15(e) under the Securities and Exchange
Act of 1934, as amended (“Exchange Act”). Based on this evaluation, our principal executive and financial
officers concluded that, as of April 30, 2006, our disclosure controls and procedures were effective in
providing reasonable assurance that material information required to be disclosed in our reports filed
under the Exchange Act is recorded, processed, summarized, and reported within the time periods
specified in SEC rules and forms.

Internal Control over Financial Reporting

Management of the company is responsible for establishing and maintaining adequate internal control
over financial reporting for Cutter & Buck Inc., as defined in Rules 13a-15(f) and 15d-15(f) of the
Exchange Act. Management has assessed the effectiveness of the Company’s internal control over financial
reporting as of April 30, 2006, based on the framework established in “Iuternal Control- Integrated
Framework”, issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based
on this evaluation, management has concluded that the internal control of Cutter & Buck Inc. over its
financial reporting as of April 30, 2006, was effective in providing reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. The independent registered public accounting
firm that audited the financial statements included in this Form 10-K has issued an attestation report,
included herein.

There were no changes in our internal control over financial reporting, as defined in Rules 13a-15 and
15d-15 of the Exchange Act, during our fourth quarter ended April 30, 2006, that have materially affected,
or are reasonably likely to materially affect, our internal control over financial reporting.
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REPORT OF ERNST & YOUNG LLP,
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
Cutter & Buck Inc.

We have audited management’s assessment included in the accompanying Management’s Report on
Internal Control over Financial Reporting that Cutter & Buck Inc. maintained effective internal control
over financial reporting, as of April 30, 2006, based on criteria established in Internal Control- 'ntegrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (“COSO
criteria”), Cutter & Buck Inc.’s management is responsible for maintaining effective internal control over
financial reporting and for its assessment of the effectiveness of internal control over financial reporting.
Our responsibility is to express an opinion on management’s assessment and an opinion on the
effectiveness of the company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether effective internal control over financial reporting was maintained in
all material respects. Our audit included obtaining an understanding of internal control over financial
reporting, evaluating management’s assessment, testing and evaluating the design and operating
effectiveness of internal control, and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial staternents for
external purposes in accordance with generally accepted accounting principles. A company’s iriternal
control over financial reporting includes those policies and procedures that (1) pertain to the maintenance
of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the
assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally accepted accounting principles,
and that receipts and expenditures of the company are being made only in accordance with authorizations
of management and directors of the company; and (3) provide reasonable assurance regarding prevention
or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have
a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk
that controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate.

In our opinion, management’s assessment that Cutter & Buck Inc. maintained effective internal
control over financial reporting as of April 30, 2006, is fairly stated, in all material respects, based on the
COSO criteria. Also, in our opinion, Cutter & Buck Inc. maintained, in all material respects, effective
internal control over financial reporting as of April 30, 2006, based on the COSO criteria.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), the consolidated balance sheets of Cutter & Buck Inc. as of April 30, 2006 and
2003, and the related consolidated statements of income, shareholders’ equity, and cash flows for each of
the three years in the period ended April 30, 2006, and our report dated June 26, 2006, expressed an
unqualified opinion thereon.

/s/ Ernst & Young LLP

Seattle, Washington
June 26, 2006
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PART III
Item 10. Directors and Executive Officers of the Registrant

The information required by this Item is incorporated herein by reference to the Company’s Proxy
Statement, relating to its annual meeting of shareholders to be held in 2006, to be filed with the Securities
and Exchange Commission within 120 days after the close of our fiscal year.

Item 11. Executive Compensation

The information required by this Item is incorporated herein by reference to the Company’s Proxy
Statement, relating to its annual meeting of shareholders to be held in 2006, to be filed with the Securities
and Exchange Commission within 120 days after the close of our fiscal year.

Item 12.  Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters

The information required by this [tem is incorporated herein by reference to the Company’s Proxy
Statement, relating to its annual meeting of shareholders to be held in 2006, to be filed with the Securities
and Exchange Commission within 120 days after the close of our fiscal year.

Item 13. Certain Relationiships and Related Transactions

The information required by this Item is incorporated herein by reference to the Company’s Proxy
Statement, relating to its annual meeting of sharcholders to be held in 2006, to be filed with the Securities
and Exchange Commission within 120 days after the close of our fiscal year.

Item 14. Principal Accounting Fees and Services

The information required by this Item is incorporated herein by reference to the Company’s Proxy
Statement, relating to its annual meeting of shareholders to be held in 2006, to be filed with the Securities
and Exchange Commission within 120 days after the close of our fiscal year.
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PART IV

Item 15. Exhibits, Financial Statement Schedules

Page
1. Consolidated Financial Statements:

Report of Ernst & Young LLP, Independent Registered Public Accounting Firm............ 26
Consolidated Balance Sheets as of April 30,2006and 2005 ... ns, 27
Consolidated Income Statements for the years ended April 30, 2006, 2005 and 2004. .. ....... 28

Consolidated Statements of Shareholders’ Equity for the years ended April 30, 2006, 20055 and
2004 o e 29
Consolidated Statements of Cash Flows for the years ended April 30, 2006, 2005 and 2004 . . .. 30
Notes to Consolidated Financial Statements ............o i, 31
2. Financial Statement Schedule II-Valuation and Qualifying Accounts ...................... 45

All other financial statement schedules not listed are omitted because either they are not ¢ pplicable or
not required, or the required information is included in the consolidated financial statements or the notes
thereto.

3. Exhibits

Exhibit No.

3.1 Restated Articles of Incorporation, as amended (filed herewith)

32 Bylaws of Cutter & Buck Inc. , as amended and restated March 9, 2006 (3.2)(1)

4.1 Specimen Common Stock Certificate (4.1)(2)

10.1 Industrial Lease dated May 27, 1999 between Cutter & Buck Inc. and Zelman Renton, LLC

(incorporated by reference to exhibit 10.19 filed with the Registrant’s Annual Report on
Form 10-K for the year ended April 30, 1999)

10.2 First Amendment dated October 6, 1999 to Industrial Lease dated May 27, 1999 between
Cutter & Buck Inc. and Zelman Renton, LLC (incorporated by reference to exhibit 10.1
filed with the Registrant’s Form 10-Q for the quarter ended January 31, 2000)

10.3 Amendment dated May 16, 2001 to lease dated May 27, 1999 (See exhibit 10.2) between
Zelman Renton, LLC and Cutter & Buck Inc. (10.24)(3)

10.4 Lease dated May 16, 2001 between Zelman Renton, LLC and Cutter & Buck Inc. (10.23)(3)

10.5 Lease dated April 30, 2002 between Adobe Systems Incorporated and Cutter & Buck Inc.
(10.22)(3)

10.6 First Amendment to Lease between Adobe Systems Incorporated and Cutter & Buck Inc.

dated October 27, 2004 (incorporated by reference to exhibit 10.6 filed with the
Registrant’s Form 10-K for the year ended April 30, 2005)

10.7 1997 Stock Incentive Plan, as amended and restated as of October 19, 2005 {(incorporated by
reference to exhibit 10.3 of the Registrant’s Post-Effective Amendment No. 1 to the
Registration Statement on Form S-8 (File No. 333-129399) filed on December 8, 2005)

10.8 1999 Non-Employee Director Stock Incentive Plan (10.4)(4)

10.9 2000 Stock Incentive Plan (10.5)(4)

10.10 2000 Transition Stock Incentive Plan for Officers, as amended and restated as of October 19,
2005 (10.6)(4)

10.11 2000 Transition Stock Incentive Plan for Non-Officers, as amended and restated as of
October 19, 2005 (10.7)(4)

10.12 Ernest R. Johnson Stock Option Agreement, as amended and restated as of October 19, 2005
(10.8)(4)
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10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23*

31.1
31.2
321
322

Stock Bonus Plan (incorporated by reference to exhibit 10.16 filed with the Registrant’s
Form 10-Q for the quarter ended October 31, 1998)

Employment Agreement between Cutter & Buck Inc. and Ernest R. Johnson (10.1)(1)

Change in Control Agreement as amended November 15, 2002 between Cutter & Buck Inc.
and Ernest R. Johnson (incorporated by reference to exhibit 10,19 filed with the
Registrant’s Form 10-K for the year ended April 30, 2003)

Change in Control Agreement dated January 2, 2006, as amended by Letter Agreement dated
March 9, 2006, between Cutter & Buck Inc. and Kaia Akre (10.2)(1)

Change in Control Agreement dated March 7, 2006, between Cutter & Buck Inc. and Michael
Gats (10.3)(1)

Change in Control Agreement dated March 7, 2006, between Cutter & Buck Inc. and Jon
Runkel (10.4)(1) )

Change in Control Agreement dated March 7, 2006, between Cutter & Buck Inc. and Julie
Snow (10.5)(1)

Change in Control Agreement dated March 7, 2006, between Cutter & Buck Inc. and Brian
Thompson (10.7)(1)

Change in Control Agreement dated March 24, 2003, between Cutter & Buck Inc. and
Theresa Treat (filed herewith)

Credit Agreement dated March 10, 2005 between Cutter & Buck Inc. and Wells Fargo HSBC
Trade Bank, N.A.(incorporated by reference to exhibit 10.1 filed with the Registrant’s
Form 8-K on March 16, 2005)

Endorsement Agreement dated October 18, 2005 between Cutter & Buck Inc. and Club
59, Inc. regarding Annika Sorenstam (incorporated by reference to exhibit 10.1 filed with
the Registrant’s Form 10-Q for the quarter ended October 31, 2005)

Consent of Ernst & Young LLP, Independent Registered Public Accounting Firm (filed
herewith)

Rule 13a-14(a)/15d-14(a) Certifications of the Company’s Chief Executive Officer(5)

Rule 13a-14(a)/15d-14(a) Certifications of the Company’s Chief Financial Officer(5)

Section 1350 Certifications of the Company’s Chief Executive Officer(5)

Section 1350 Certifications of the Company’s Chief Financial Officer(5)

*  CONFIDENTIAL TREATMENT HAS BEEN REQUESTED FOR PORTIONS OF THIS
EXHIBIT.

(1) incorporated by reference to the exhibit shown in the preceding parentheses and filed with the
Registrant’s Form 8-K on March §, 2006

(2) incorporated by reference to the exhibit shown in the preceding parentheses and filed with the
Registrant’s Registration Statement on Form SB-2 (File No. 33-94540-LA)

(3) incorporated by reference to the exhibit shown in the preceding parentheses and filed with the
Registrant’s Form 10-K for the year ended April 30, 2002

(4) incorporated by reference to the exhibit shown in the preceding parentheses and filed with the
Registrant’s Registration on Form S-8 (File No. 333-129399) filed on November 2, 2005

(5) asigned original of this written statement has been provided to the Company and will be retained by
the Company and furnished to the SEC or its staff upon request
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REPORT OF ERNST & YOUNG LLP,
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
Cutter & Buck Inc.

We have audited the accompanying consolidated balance sheets of Cutter & Buck Inc. as of April 30,
2006 and 2005, and the related consolidated statements of income, shareholders’ equity, and cash flows for
each of the three years in the period ended April 30, 2006. Our audits also included the financial statement
schedule listed in the Index at 15(a)2. These financial statements and schedule are the responsibility of the
Company’s management. Our responsibility is to express an opinion on these financial statements and
schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
consolidated financial position of Cutter & Buck Inc. at April 30, 2006 and 2005, and the consolidated
results of its operations and its cash flows for each of the three years in the period ended April 30, 2006, in
conformity with U.S. generally accepted accounting principles. Also, in our opinion, the related financial
statement schedule, when considered in relation to the basic financial statements taken as a whole,
presents fairly in all material respects the information set forth therein.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), the effectiveness of Cutter & Buck Inc.’s internal control over financial reporting as
of April 30, 2006, based on criteria established in Internal Control- Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission, and our report dated June 26,
2006, expressed an unqualified opinion thereon.

/s/ Ernst & Young LLP

Seattle, Washington
June 26, 2006
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CUTTER & BUCK INC.
Consolidated Balance Sheets

April 30,

2006

2005

(in thousands, except
share amounts)

Assets
Current assets:
Cashand cash equivalents ........ ..ot e e $ 7,808 $ 11,752
ShOrt-term INVEStMIEIIES. . oottt ettt e et e e et e 12,314 28,831
Accounts receivable, net of allowances of $1,732 at April 30, 2006, and $1,455 at
APIIL30, 2005 . o 22,993 21,814
Ve OTIES, MO, L . ottt e et et e e e 25,659 25,398
Income tax receivable . . ... . it e e 88 919
Deferred iNCOME taXES . .. i vttt ittt et ettt e 1,993 2,412
Prepaid expenses and other current assets ............cooiiieiiieiiinia.n.. 2,701 2,317
Total CUTTEINT ASSCES . .ttt ettt ettt e et e e e e e 73,556 93,443
Furniture and equipment, net . ... i i 6,428 6,734
Deferred INCOME taXeS . .o\ttt ittt ettt ettt et ie e 264 165
L 1 1) g 1T o O 1,445 1,614
TOtal ASSEES o v vttt ettt e $81,693  $101,956
Liabilities and Shareholders’ Equity
Current liabilities:
ACCOUNtS PAYADLE . .. .t e e $ 5,767 $ 3,077
Accrued Habilities ... .ot e 5,934 7,742
Total current liabilities . . ... .. .o e 11,701 10,819
Restructuring liability, net of current portion. ................. ... .. 1,575 1,895
Deferred rent .. .. e e 1,431 1,367
Total Habilities . .. oot e 14,707 14,081
Commitments and cONtINGENCIeS. . .. ..ottt e — —
Shareholders’ equity:
Preferred stock, no par value, 6,000,000 shares authorized: none issued........ — —
Common stock, no par value, 25,000,000 shares authorized: 10,476,069 issued
and outstanding at April 30, 2006, and 11,220,376 at April 30,2005 ......... 58,041 67,750
Deferred compensation .. .......uee it e (61) (246)
Retained Sarmings ... ..vvuvee ittt et e e e 9,006 20,371
Total shareholders’ equUity . ... e 66,986 87,875
Total liabilities and shareholders’ equity........ ... viiiii s, $81,693  $101,956

See accompanying notes.
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CUTTER & BUCK INC.

Consolidated Income Statements

Year Ended April 30,

2006 2005 2004
(in thousands, except per share amounts)

Nt Sales. .o e $131,298 $126,560 $128,374
COSt Of SALES .« .ttt 71,632 65,954 69,784
GIOSS PIOfit . . oot e 59,666 60,606 58,590
Operating expenses:

Selling, general and administrative. .................coviaan. 48,874 45,397 41,027

Depreciation. . ... 2,821 2,767 3,988

Restatement eXpenses. . .. ...uuriir i (648) 368 4,968

Total operating eXpenses .. ....ovuervvenennnniinnnenen, 51,047 48,532 49,983

Operating iNCoOME. . . ...ttt e e e 8,619 12,074 8,607
Interest income (expense):

Interest INCOME. ..ottt e 1,170 722 277

INLETesSt EXPENSE . . .ottt et 9) (44) (155)

Net INterest INCOIMIE .« .ttt it et i et eeeans 1,161 678 122

Income from continuing operations before income taxes........... 9,780 12,752 8,729
Income tax eXpemnse .. ... ver ittt e 3,431 4,138 944
Income from continuing operations ..............cciiiiiiiien... 6,349 8,614 7,785
Income from discontinued operations, netof tax.................. — — 146
NEtINCOME oottt et e e e e $ 6349 $ 8614 $ 7931
Basic earnings per share:

Earnings from continuing operations. . ............c.oovuuen... $ 058 $ 079 $ 073

Earnings from discontinued operations. .. ..............o. i $ —  § — § o0

NEE CATTUHNGS & .« e vt vt ettt et et ettt e $ 058 $ 079 $ 074
Diluted earnings per share:

Earnings from continuing operations. .................ovee.... $ 057 % 075 § 070

Earnings from discontinued operations. ..............c..ouvue.. $ — 8 — $ 0]

NECAIMINGS « v ettt ettt et $ 057 $ 075 $ 071

See accompanying notes.
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CUTTER & BUCK INC.
Consolidated Statements of Shareholders’ Equity

Balance, April 30,2003 ...................

Stock issued under employee stock purchase

Tax benefit on exercise of stock options. . . ..
Amortization of deferred compensation . ...
Repurchase of commonstock .............
Dividends on common stock ($0.05 per
share) ...

Repurchase of common stock .............
Deferred compensation relating to restricted
stockgrants............ ... oo
Amortization of deferred compensation . . ..
Dividends on common stock ($0.26 per
share) . ... i
Netincome .........ooiiiieiinnnnnnn..
Balance, April 30,2005 .......... ... ... ..

Stock issued under employee stock purchase

Repurchase of common stock .............
Deferred compensation relating to restricted
stock grants........... e
Amortization of deferred compensation . . ..
Dividends on common stock ($1.62 per
share) ...

Common Stock

Shares

Amount

Deferred Retained
Compensation Earnings Total

(in thousands, except share amounts)

10,634,132 § 64,805

17,323 65
157,923 593
— 236

(56,826)  (583)

($37) $ 7,220 $ 71,988

— — 65
— — 593
— — 236
37 — 37
— — (583)

— (338)  (538)
— 7931 7,931

10,752,552 65,116

— 14,613 79,729

7,632 64 — — 64
655,292 3,579 — — 3,579
— 1,459 — — 1,459
(215,100)  (2,749) — —  (2,749)
20,000 281 (281) — —

— — 35 — 35
— — — (2,856)  (2,856)

_ _ — 8,614 8,614
11,220,376 67,750 (246) 20,371 87,875
8,450 87 — — 87
140,118 765 — — 765
— 282 — — 282
(885,541)  (10,723) — —  (10,723)
(7,334) (120) 120 — —

_ _ 65 — 65

— (17,714) (17,714
— 6349 6349

10,476,069 § 58,041

$ (61) $ 9,006 $ 66,986

See accompanying notes.
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CUTTER & BUCK INC.
Consolidated Statements of Cash Flows

Operating activities:
NETINCOME .ttt ettt et e e
Adjustments to reconcile net income to net cash provided by operating
activities:
Depreciation. . .. ... e
Tax benefit on exercise of stock options .................oovv....
Deferred income taxes ........o.oveiinnen i
Amortization of deferred compensation .........................
Deferred gain on sale and leaseback of capitalassets ..............
Loss on disposals of furniture and equipment ....................
Noncash restructuring and asset impairment charges..............
Changes in assets and liabilities:
Accounts receivable, net. .. ... ...
InVentories, Met. ...t e e e e e
Prepaid expenses and otherassets ............ .. ...l
Accounts payable, accrued liabilities and other liabilities. ... .. ...
Income taxes receivable/payable. ......... ...l
Net cash provided by operating activities. . .........................

Investing activities:

Purchases of furniture and equipment. ................ .o il

Purchases of short-term investments ...

Maturities of short-term investments . ........ .. ...
Net cash provided by (used in) investing activities. ................

Financing activities:

Issuance of common stock ............

Payment of dividends. . ... ... o e

Repurchases of commonstock .......... ... il

Principal payments under capital lease obligations ..................
Net cash used in financing activities.............. ..o oan.

Net increase (decrease) in cash and cash equivalents ................
Cash and cash equivalents, beginning of period . ....................
Cash and cash equivalents, end of period ........... ... ... ... ...

Supplemental information:
Cash paid during the year forinterest ..................ooovv...
Cash paid during the year for income taxes. . .....................
Noncash financing and investing activities:
Deferred compensation for issuance of restricted stock ............

See accompanying notes.
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Year Ended April 30,

2006 2005 2004

(in thousands)

$ 6,349 $ 8,614 § 7931

2,875 2,904 4,179

282 1,459 236

320 365 822
65 35 37
— 1) (2
71 — 164
— — (363)

(1179) 1,003 2,19
(261)  (3460) 12,601
(215) 75 2,695

737 (66) (8,871
831  (2,136) 1217

9,875 8,783 22,770

(2,640)  (3,348)  (1,702)
(59,406) (91,023)  (44,885)
75,923 80,144 26,933

13,877 (14,227) (19,654)

852 3,643 658
(17,714)  (2.856)  (538)
(10,723)  (2,749)  (583)

111) _ (557)  (1,802)

(27,696) ~ (2519)  (2,265)
(3,944)  (7,963) 851
11,752 19,715 18,864

$ 7.808 $ 11,752 § 19,715

$ 9 § 38§ 155
$ 2124 § 4441 8 30

S (12005 281 § —




CUTTER & BUCK INC.

Notes to Consolidated Financial Statements

Note 1. Description of the Business and Summary of Significant Accounting Policies
Description of the Business and Basis of Presentation

Cutter & Buck Inc. (the “Company”) designs and markets upscale sportswear and outerwear,
primarily through wholesale channels. Through the end of April 2003, the Company also operated
Company-owned retail stores. These stores were closed by April 30, 2003, and are presented as
discontinued operations in the consolidated financial statements (see Note 13). The Company has two
wholly-owned subsidiaries, Cutter & Buck Direct LLC and Cutter & Buck (Europe) B.V. Cutter & Buck
Direct LLC was formed during fiscal 2006 to develop and manage a direct to consumer catalog and website
business. Cutter & Buck (Europe) B.V. ceased operations in fiscal 2002 and is in the process of winding up
its affairs and disselving. The accompanying consolidated financial statements include the accounts of the
Company and these wholly-owned subsidiaries. All significant intercompany accounts and transactions
have been eliminated.

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. Actual results could differ from those
estimates.

Certain prior year amounts have been reclassified to conform with the current year presentation.

Third-Party Overseas Production

The Company’s products are produced by third parties outside the United States. During fiscal 2006,
we used factories in 13 countries, primarily Thailand and India, in which 48% and 16%, respectively, of our
total 2006 production occurred. 79% of the Company’s production occurs in Asian countries and 36% of
the Company’s production occurs in two factories in Thailand. Although management believes that it could
identify and qualify alternative factories if needed, the loss of production contracts with, or the overall
production capacity of these factories could have a material adverse effect on the Company.

Concentrations of Credit Risk

The Company sells its products to approved customers on an open account basis, subject to
established credit limits, cash in advance, or cash on delivery terms. The company is subject to credit risk
on the majority of its receivables. These receivables are geographically disbursed, primarily throughout the
United States, as well as in Europe and other foreign countries where formal licensing or distributor
agreements exist.

Cash Equivalents and Short-Term Investments

The Company invests in interest-bearing U.S. Government and high-quality corporate debt
instruments. The Company considers investments with maturities of 90 days or less at purchase to be cash
equivalents. Investments with maturities greater than 90 days, but less than one-year, at purchase are
recorded as short-term investments.

At April 30, 2006, the Company’s short-term investments are classified as held-to-maturity. The
Company has the intent and ability to hold the securities to maturity. The investment portfolio is carried at
amortized cost, which approximates fair market value. Management regularly reviews the carrying value of
investments in order to identify and record losses, if any, when events and circumstances indicate that
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declines in the fair value of investments below amortized cost are other-than-temporary. Declines in fair
market value below amortized cost were not material as of April 30, 2006 (see Note 2).

Accounts Receivable

The Company extends credit to customers in the normal course of business, subject to established
credit limits. The Company’s trade customers are principally corporate accounts, golf pro shops and
resorts, and specialty retail stores. Accounts receivable, net, in the consolidated balance sheets, consists of
amounts due from customers net of allowances for doubtful accounts and reserves for returns and sales
allowances. The allowance for doubtful accounts is determined by evaluating individual customer
receivables, based on contractual terms, and reviewing the customer’s financial condition and credit
history, along with current economic conditions. Accounts receivable are written-off if a customer declares
bankruptcy or if our third-party collection agency determines that it has exhausted all collection efforts and
a receivable is uncollectible. The reserves for returns and sales allowances are determined by an analysis of
the historical rate of returns and sales allowances.

Inventories

Inventories, which are predominantly finished goods, are valued at the lower of cost or market, with
cost determined under the weighted average method. A detailed analysis of inventory is performed on a
quarterly basis to identify slow-moving and out-of-season merchandise. The net realizable value of this
merchandise is estimated based upon disposition plans and historical experience. Additionally, we reserve
a portion of our seasonal lines as it is received based on our historical rate of product that ultimately is sold
below cost due to incomplete color and sizing runs. A valuation allowance is established to reduce the
carrying amount of slow-moving merchandise to its estimated net realizable value.

Samples

The Company capitalizes the costs of merchandise samples that relate to goods to be sold in future
selling seasons. These samples are amortized on a straight-line basis over the respective selling seasons of
six months. The amortization of samples is charged to selling expenses.

Furniture and Equipment

Furniture and equipment are stated at historical cost less accumulated depreciation. Depreciation is
calculated on a straight-line basis over the estimated useful lives of the related assets. Computer software
and hardware are generally depreciated over three to five years. Furniture and fixtures are generally
depreciated over five years. Machinery and equipment are generally depreciated over five to seven years.
Sales fixtures are generally depreciated over five years. Leasehold improvements are depreciated over the
lesser of the lease term or the estimated economic useful life of the asset, generally five to ten years.
Furniture and equipment acquired under capital leases are amortized on a straight-line basis over the
lesser of the lease term or the estimated economic useful life of the asset.

Long-Lived Assets

The carrying values of long-lived assets are reviewed for impairment whenever events or changes in
circumstances indicate that such carrying values may not be recoverable. The Company does not perform a
periodic assessment of assets for impairment in the absence of such information or indicators. Currently,
management has no indication of any events or circumstances that would significantly impair any of its
long-lived assets, primarily furniture and equipment. Impairment charges, if any, would be recorded as an
impairment charge for the excess of the carrying value of an asset over its estimated fair value, as
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determined based upon estimates of future cash flows, third-party valuation, or other measures deemed
appropriate for the circumstances.

Deferred Rent

Pursuant to Statement of Financial Accounting Standards No. 13, Accounting for Leases, the Company
accounts for lease expense and sublease income on a straight-line basis over the terms of the related leases.
This accounting generally results in a deferred asset (for the sublease income) and a deferred liability (for
the lease expense) recorded on the balance sheet. Prior to fiscal 2006, the Company netted the deferred
asset and liability and reported the net amount as a current liability. At the beginning of fiscal 2006, the
Company began reporting the deferred asset (§1.3 million) and the deferred liability ($1.4 million) as
separate items on the balance sheet in other long-term assets and other long-term liabilities, respectively.
The prior year amounts, a $1.4 million long-term asset and a $1.4 million long-term liability, have been
reclassified to conform to the current year presentation.

Income Taxes

The Company accounts for income taxes using the liability method, whereby deferred tax assets and
liabilities are determined based on differences between financial reporting and tax bases of assets and
liabilities measured using enacted tax rates and laws that will be in effect when the differences are expected
to reverse. A valuation allowance is provided for deferred tax assets if it is more likely than not that the
balance of these assets will not be fully realizable.

Fair Value of Financial Instruments

The fair value of the Company’s financial instruments, including its capital lease obligations, accounts
receivable, and accounts payable approximated their carrying amount as of April 30, 2006 and 2005.

Revenue Recognition

Revenue, net of promotional discounts and rebates, is generally recognized at the time the product is
shipped to the customer. The terms and conditions of sales agreements specify that possession and risk of
loss pass to customers when the product is delivered to a third-party carrier. However, in cases where
goods are shipped to customers prior to the contractually agreed ship date, revenue is not recognized until
the date the goods were initially contracted to be shipped. There is generally no right to return for
wholesale customers, other than for defective or mis-shipped products. Under certain circumstances, the
Company does accept returns from wholesale customers as part of stock rotations, but such
accommodations are made under limited pre-established programs or on a case-by-case basis. Sales
directly to consumers via our catalog and website are unconditionally guaranteed. An allowance for
estimated sales returns is provided as a reduction to sales when the related revenue is recorded. For
certain golf tournaments, product is shipped on a consignment basis. Revenue for these sales is recognized,
not when the product is shipped, but when the customer sells the product to end consumers.

The Company offers certain sales incentives, including cash rebates, which are recorded as reductions
to net sales, and free product, which are recorded as cost of goods sold. A liability for these sales incentives
is recorded at the time the sale is made as either a deduction to revenue or an increase to cost of goods
sold, as appropriate. Some incentives are earned upon customers achieving certain sales milestones or
sales growth. Although, these incentives are due to customers only if and when the sales targets are
achieved, the Company accrues a liability for the estimated incentives to be earned ratably over all of a
customer’s projected sales on a customer by customer basis.

33




Cost of Sales

Cost of sales includes the expenses incurred to acquire and produce inventory for sale, including
product costs, inbound freight costs, import costs, and embroidery costs, as well as reserves for slow-
moving and out-of-fashion merchandise. Inbound freight, import and embroidery costs totaled
approximately $22.2 million, $17.0 million, and $16.7 million for the years ended April 30, 2006, 2003, and
2004, respectively. Purchasing and receiving costs, warehousing costs, and other costs of distribution are
included in selling, general and administrative expenses and totaled $6.2 million, $6.2 million, and $6.1
million for the years ended April 30, 2006, 2005 and 2004, respectively.

Advertising

Catalogs and point of purchase displays are recorded as prepaid expenses until delivered to customers
or the season to which they relate has passed, whichever is sooner. All other advertising costs, including
media buys, direct mail, sponsorships, and cooperative advertising are expensed at the time the advertising
takes place or, in the case of sponsorships, as performance is received. Advertising costs included in
prepaid expenses totaled $521,000 and $294,000 as of April 30, 2006 and 2005, respectively. Advertising
expense is included within selling, general and administrative expenses and totaled $4.9 million, $2.3
million and $1.7 million for the years ended April 30, 2006, 2003, and 2004, respectively.

Stock-Based Compensation

The Company accounts for its share-based payments using the intrinsic value method prescribed in
Accounting Principles Board Opinion (“APB”) No. 25, “Accounting for Stock Issued to Employees,” and
related interpretations. The Company has elected to apply the disclosure-only provisions of Statement of
Financial Accounting Standards (“SFAS™) No. 123, “Accounting for Stock-Based Compensation,” as
amended by SFAS No. 148, “Accounting for Stock-based Compensation—Transition and Disclosure.”
Compensation expense for stock options is recognized over the vesting period of the grant based on the
excess, if any, of the market price of the Company’s common stock at the date of grant over the stock
option exercise price. Under the Company’s plans, stock options are generally granted at fair market value
on the date of grant.

In December 2004, the Financial Accounting Standards Board issued SFAS No. 123(R), Share-Based
Payment, which is a revision of SFAS No. 123 and supercedes APB No. 25. SFAS No. 123(R) requires all
share-based payments to employees, including grants of employee stock options, to be recognized in the
income statement based on their fair values. Pro forma disclosure will no longer be a permitted alternative.
The Company will adopt SFAS No. 123(R) as of the beginning of its fiscal 2007 using the “modified
prospective” method of adoption. Under the modified prospective method, compensation cost is
recognized, beginning with the effective date, based on the requirements of SFAS No. 123(R) for all share-
based payments granted after the effective date and based on the requirements of SFAS No. 123 for all
awards granted prior to the effective date that remain unvested on the effective date.

Based upon the unrecognized portion of the fair value of options outstanding as of April 30, 2006, the
adoption of SFAS No. 123(R) is not anticipated to have a significant impact on our results of operations or
our overall financial position. However, the impact of adoption of SFAS No. 123(R) on future periods
cannot be predicted at this time because it will depend on levels of share-based payments granted in the
future.
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If compensation costs for stock-based compensation had been recognized based on the fair value
method, the pro forma amounts of the Company’s net income and net earnings per share would have been
as follows:

Year Ended April 30,
2006 2005 2004
(in thousands, except per
share amounts)

Net income, as rePorted . .. .o v vttt e e $6,349 $8,614 § 7,931
Add employee stock-based compensation expense, net of tax, as reported. . 40 24 24
Deduct total stock-based employee compensation expense, net of tax,
determined under the fair value based method for all awards........... (210) _ (631) (1,511
ProformanetINCOME .. ...ov vt i $6,179 $8,007 $ 6,444
Earnings per share:
Basic—as reported. . ... ..o $ 058 $079 $ 074
Basic—proforma....... ... $ 057 $073 § 060
Diluted—as reported. .. . ..o vttt $057 $075 §$ 071
Diluted—pro forma. . . ...t e e $ 055 $ 070 § 058

The fair value for each option grant was estimated at the date of grant using the Black-Scholes option
pricing model, with the following weighted-average assumptions. The dividend yield was assumed to be
0.0% until the fourth quarter of fiscal 2004, when the Board of Directors first authorized a quarterly
dividend.

Year Ended April 30,
2006 2005 2004
Risk-free interestrate. . ...t 4.4% 3.5% 2.6%
Volatility ..o e 56% 61% 57%
Dividendyield ........ ... .. 2.5% 21% 0.1%
Expectedoption life ........ ... .. .. i Syears  Syears  5years
Weighted average fair value of option grants............... $ 553 § 603 § 242

Note 2. Short-term Investments

Short-term investments held-to-maturity as of April 30, 2006 and 2005, consisted of U.S. Treasuries
and other government agency debt and U.S. corporate debt securities with maturity dates within one year
of the purchase date (amortized cost includes the initial purchase amount plus accrued interest of $51,000
and $96,000 as of April 30, 2006 and 2005, respectively):

April 30,
2006 2005
(in thousands)
Amortized oSt . ... $12,365 $28,927
Gross unrealized gains..................... — —
Gross unrealized losses . ................... (13) (21)
Estimated fairvalue ....................... $12,352  $28,906
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Note 3. Property and Leases

Furniture and equipment consisted of the following:

April 30,
2006 2005
(in thousands)

Computer SOftWAre .. ... it $ 7,152 § 649
Computer hardware ....... ... i 4,657 4,045
Furniture and fixtures. . ... ... ot 4,486 4,727
Machinery and equipment . . ...t 3,556 3,625
Sales fIXIUTES. . v 2,868 2,799
Leasehold improvements.......... ... ..o i 1,279 1,171

23,998 22,863
Less accumulated depreciation and amortization . ............... (17,570) (16,129

$ 6428 § 6,734

The Company had no equipment leased under capital leases as of April 30, 2006. The total cost of
leased equipment capitalized at April 30, 2005 was $1.1 million with related accumulated amortization of
$1.0 million.

The Company leases its office facilities, a distribution center, and certain office equipment under
operating leases, most of which contain renewal options. Total rent expense, prior to reductions from
sublease rentals, amounted to $4.0 million, $3.8 million and $3.7 million for the years ended April 30, 2006,
2005, and 2004, respectively. Included in these amounts is additional rent for common area maintenance
and other building operating expenses totaling $0.7 million, $0.6 million, and $0.3 million for the years
ended April 30, 2006, 2005, and 2004, respectively. The Company sub-leases unused space within its
distribution center. Sublease rentals, which are recorded as a reduction to rent expense, amounted to $1.2
million for the year ended April 30, 2006, and $1.1 million for each of the years ended April 30, 2005 and
2004.

Future minimum obligations, by year and in the aggregate, under noncancelable operating leases with
initial or remaining terms of one year or more consisted of the following at April 30, 2006:

Operating
Year Ended April 30, Leases

(in thousands)

2007 . $ 3,582

2008, . 3,779

2000 . .. 3,786

2000, 3,857

200 2,784

Thereafter . ...t e 1,385

Minimum lease obligations..................... 19,173
Less sublease obligations. ........................ (5,272)

Total minimum lease obligations. ............... $13,901
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Note 4. Accrued Liabilities

Accrued liabilities consists of the following:

April 30,

2006 2005
(in thousands)
Accrued salaries and related expenses. .......... ... ..o il $1,448 $1,744
Accrued sales INCentiveS. . oo e e i e e 1,052 1,112
Accrued sales COMMISSIONS . ...ttt 927 881
Accrued professionalfees ............ ... oL 868 321
Accrued Operating eXpPemnses . ..« cvvv ettt ittt 585 1,225
Accrued excise and franchise taxes. . ...t i i 435 1,032
Accrued restructuring and restatement eXpenses ................. 320 1,053
Other accrued €Xpenses ... oov vt e 299 374

$5,934 §7,742

Note 5. Debt

The Company has a loan agreement with Wells Fargo HSBC Trade Bank, N.A. for a $35 million line
of credit, which expires March 10, 2008, and is secured by all assets of the Company. Borrowings under this
agreement, if any, bear interest at prime minus 1.0%. Covenants contained in this loan agreement include
maintaining a debt to equity ratio of not more than 1.0, a quick ratio of not less than 1.0, and profitability
of $5 million per year. Additionally, capital expenditures are limited to $4.0 million per fiscal year. The
company is in compliance with all terms and covenants of this agreement. On April 30, 2006, letters of
credit outstanding against this line of credit totaled approximately $2.1 million and there were no working
capital advances outstanding.

Note 6. Income Taxes

The provision for income taxes on continuing operations consisted of the following:

Year Ended April 30,
2006 2005 2004
(in thousands)
Current tax provision
Federal. . ... o $3,048 $4372 § 91
St . . o 63 (599) 31
3,111 3,773 122
Deferred tax provision ......... ..ot 320 365 822

$3.431 $4,138 §944

In fiscal 2005, the Company completed a study of its state tax liabilities, resulting in an overall
reduction in the accrual for state taxes of $225,000 and a reclassification of $425,000 of state tax liabilities
from income taxes to sales and franchise tax liabilities. As a result, current state income tax expense for
fiscal 2005 includes a reduction of $650,000.

In fiscal 2004, the uncertainty surrounding the ultimate realizability of the Company’s long term
deferred tax assets, primarily net operating loss carryforwards, was removed and the Company reversed the
valuation allowance against those assets.
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The provision for income taxes on continuing operations differs from the amount of tax determined by
applying the federal statutory rate for the following reasons:

Year Ended April 30,
2006 2005 2004
(in thousands)
Tax provision at federal statutory taxrate....... ..o $3,325 $4,364 § 2,968
State income tax provision (benefit)........... ... ... oo 96 (371) 236
Reconciliation of tax provision to income tax return. .................... (6) (24) (783)
Valuation allowance ... i — —  (1,186)
Other . e 16 169 (291)

$3,431 $4,138 § 944

Significant components of the Company’s deferred tax assets and liabilities are as follows:

April 30,
2006 2005
(in thousands)

Deferred income tax assets:

U CaD .« vt ettt e e e $ 949 $ 1,166
Reserve for inventory obsolescence ............ i 711 433
Restructuring acerual . ... 661 780
Deferred rent- [eaSes. . .. vvv vttt it e 499 462
Reserves for doubtful accounts, returns and allowances. ....................... 423 615
Other L e 259 439
Total deferred INCOME tAX ASSELS . . . o\t ti it e et et ettt 3,502 3,895
Deferred income tax liabilities:
D PreCiatioN . o\ttt e e (507) (660)
Deferred rent- subleases. . .. ... (437) (479)
Prepaid expensesand other.......... ..o i 301y  (179)
Total deferred income tax liabilities. . ........ ... ... .o o i (1,245) (1,318)
Net deferred INCOME taX @SSETS . oo\ttt ettt ettt e ettt $ 2,257 $ 2,577

Note 7. Shareholders’ Equity
Stock Repurchase Program

In 2004, the Company had authorized a stock repurchase program to repurchase up to $6.0 million in
company common stock. In July 2005, the board of directors approved an increase in the stock repurchase
program to provide for up to $10.0 million of additional repurchases beyond the $4.2 million repurchased
through July 5, 2005, bringing the total repurchase authorization since inception of the program to $14.2
million. The Company repurchased 885,541 and 215,100 shares of common stock under its Stock Repurchase
Program during fiscal 2006 and 2005, respectively. Subsequent to year end, the Company has utilized the
remaining repurchase authorization of $154,000, bringing the total number of shares repurchased under
the program to 1,170,052 at a total cost of $14,208,000. There are no current plans to authorize additional
repurchases at this time.

Dividends

During fiscal 2006, the Company paid dividends totaling $17,714,000 ($1.62 per share), which consist
of a $1.34 per share special dividend and aggregate quarterly dividends totaling $.28 per share. During
fiscal 2005, the Company paid quarterly dividends totaling $2,856,000 ($.26 per share).
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Stock Plans

The Company has stock awards available for grant under two plans that provide for the granting of
options, stock, or stock appreciation rights to employees and officers of the Company. There are 376,760
awards available for future issuance as of April 30, 2006, primarily under the 2000 Stock Plan, which
generally provides for equal vesting over a four-year period. Some of the plans limit the types and
quantities of the awards. Of the awards available for future issuance as of April 30, 2006, the plans limit the
remaining number of available stock grants to 69,611 and the remaining number of available stock
appreciation rights to 308,563. Options under the plans expire after 10 years and have been granted at fair
value on the date of grant.

The Company also has a Stock Bonus Plan that permits eligible employees receiving cash bonuses to
elect to receive shares of Restricted Stock of the Company in lieu of all or a portion of their cash bonus. As
of April 30, 2006, 1,025 awards remain available for issuance under this plan.

Options

A summary of Company stock option activity and related information is as follows:

Year Ended April 30,

2006 2005 2004
Wid Avg Wid Avg Wid Avg
Exercise Exercise Exercise
Options Price Options Price Options Price

Balance, beginning of year ............ 803,651 $8.13 1,471,163 $ 6.45 1,486,535 $7.03
Granted . ... ..o 774,588 7.59 144,500 12.86 410,000 491
Exercised............. ..o (140,118)  5.46 (655,292) 5.46 (157,923)  3.75
Canceled ............ciiiiiiinn.. (785,127)  8.38 (156,720) 7.83 (267,449) 877
Balance,end ofyear.................. 652,994 $7.27 803,651 $ 813 1,471,163 $6.45
Exercisable atend of year............. 638,664 $7.21 620,832 § 7.62 909,334 $7.35

In October 2005, certain stock plan amendments were approved by shareholders to allow for certain
adjustments to employee stock-based compensation awards to offset the economic impact of the $1.34
special dividend. Under the accounting prescribed by APB No. 25 and FASB interpretation No. 44,
“Accounting for Certain Transactions involving Stock Compensation”, no compensation cost was recorded in
the Company’s financial statements as a result of this modification, which was deemed to be an equity
restructuring. Included in the above table, are 683,155 options cancelled pursuant to the modification with
a weighted average exercise price of $8.34 and the related 760,423 options granted at a weighted average
exercise price of $7.50. Excluding the effects of this modification, 14,165 options were granted during fiscal
2006 at a weighted average exercise price of $12.55.
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The following information is provided for options outstanding and exercisable at April 30, 2006:

Qutstanding Exercisable

Weighted Average Weighted
Remaining Average
Contractual Exercise Exercise

Range of Exercise Prices Options Life Price Options Price
82,97 - 83,42, 115,094 6.4 $ 325 115,094 § 3.25
358 358 114,411 7.0 3.58 114,411 3.58
4.09- J.07. . 125,419 6.2 569 125,419 5.69
T13-1033. 125,851 2.8 8.97 114,721 8.89
10.53-12.30. 113,110 4.9 11.68 109,910 11.68
12,62 - 1502, 59,109 6.2 13.56 59,109 13.56
652,994 5.5 727 638,664 7.21

Restricted Stock

Under terms of the employment agreement with its former CEO, the Company awarded a restricted
stock grant of 20,000 shares of common stock in December 2004 with a grant-date fair value of $14.05 per
share. Under terms of the employment agreement with its President, the Company awarded a restricted
stock grant of 6,000 shares of common stock in January 2006 with a grant-date fair value of $11.32 per
share. Both of these awards were to be issued in equal thirds on each twelve month anniversary of
continuous service to the Company. Upon his resignation, 13,334 shares of the former CEO’s award were
forfeited. The Company has recorded deferred compensation related to restricted stock of $61,000 as of
April 30, 2006. This amount will be amortized on a straight-line basis over the remaining 32 months of the
vesting period for the President’s award. Compensation expense relating to all restricted stock awards was
$65,000, $35,000 and $37,000 for the years ended April 30, 2006, 2005 and 2004, respectively.

Non-employee Stock Options

In January 2001, under the terms of an endorsement agreement, the Company granted an option to
purchase 60,000 shares of Company Common Stock. These options are fully vested and expire in
September 2007.

Note 8. Earnings Per Share

Basic earnings per share is based on the weighted average number of common shares outstanding.
Diluted earnings per share is based on the weighted average number of common shares and equivalents
outstanding, except when inclusion of these items would be antidilutive. Common share equivalents
included in the computation of diluted earnings per share represent the restricted stock grants to the
Company’s former CEO and current President and the net shares issuable upon assumed exercise of
outstanding stock options. As of April 30, 2006, 2005, and 2004, 141,000, 152,000 and 425,000 outstanding
stock options, respectively, were excluded from the calculation of diluted earnings per share because the
exercise prices exceeded the average market value of the common shares.
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The following table sets forth the computation of basic and diluted earnings per share from continuing
operations:

Year Ended April 30,
2006 2005 2004
(in thousands, except share and per share amounts)

Numerator for basic and diluted earnings per share:

Income from continuing operations . . .................... R 6,349 § 8,614 $ 7,785
Denominator for basic earnings per share:

Weighted average commonshares ....................... 10,908,910 10,923,188 10,704,517
Dilutive effect of employee stock options and awards. ........ 263,550 512,506 457,592
Denominator for diluted earnings pershare................. 11,172,460 11,435,694 11,162,109
Basic earnings per share from continuing operations ......... $ 058 § 079 § 0.73
Diluted earnings per share from continuing operations . ... ... $ 057 $ 075 $ 0.70

Note 9. Defined Contribution Plan

The Company has a salary deferral 401(k) plan covering substantially all of its employees. The plan
allows eligible employees to contribute a percentage of their pretax earnings annually, subject to
limitations imposed by the Internal Revenue Service. The Company matches 50% of employee
contributions up to the first 3% of compensation that was deferred by an employee. The plan also allows
the Company to contribute an amount at its discretion. The Company contributed $176,000, $169,000 and
$211,000 for the years ended April 30, 2006, 2005, and 2004, respectively.

Note 10. Litigation

The Company is party to routine litigation incidental to its business. Management believes the
ultimate resolution of these other routine matters will not have a material adverse effect on the Company’s
financial condition and results of operations.

The Company had a complaint against Genesis Insurance Company (“Genesis™), originally filed in the
United States District Court for the Western District of Washington (“District Court™), alleging that
Genesis’ 2002 attempt to rescind the Company’s primary Directors’ and Officers’ liability insurance was
unlawful, and sought damages resulting from Genesis’ breaches of contract and the duty of good faith and
fair dealing. In February 2004, the District Court entered an Order granting Genesis’ motions for summary
judgment and, accordingly, the Company’s claims against Genesis were dismissed by the District Court.
The Company appealed the District Court’s decision to the United States Circuit Court of Appeals for the
Ninth Circuit (“Court of Appeals”). In August 2005, the Court of Appeals affirmed the decision of the
District Court in favor of Genesis and, therefore, the Company filed a petition for rehearing with the
Court of Appeals seeking to have the Court of Appeals reconsider certain portions of its decision. In
October 2003, the Court of Appeals denied the Company’s petition for rehearing, effectively ending this
lawsuit.

Note 11. Restatement Expenses

In fiscal 2002, the Company restated certain financial statements for irregularities and errors. The
Company settled several lawsuits and a Securities and Exchange Commission investigation of the Company
arising from the circumstances underlying the restatement. The restatement has been completed and the
Company does not anticipate it will incur any additional legal or other professional service costs in
connection with this matter.
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Restatement expenses amounted to approximately $5.0 million for the year ended April 30, 2004.
Included in this total are approximately $3.5 million of legal and professional fees and $1.2 million of
retention bonuses for certain key employees. Retention bonuses totaled $1.9 million, the majority of which
was paid out in the fourth quarter of fiscal 2004.

Restatement expenses amounted to approximately $0.4 million for the year ended April 30, 2005,
primarily for legal and other professional service costs incurred in connection with the indemnification of
former officers and the ongoing lawsuit against Genesis Insurance Company.

As discussed in Note 10, the remaining lawsuit related to the restatement ended in October 2005.
Previously, the Company had determined that it was probable that an insurance premium would need to be
repaid to Genesis. Based on the court’s decision, management determined that it is not probable the
Company will be required to repay the premium for the policy in question. During fiscal 2006, the
Company reversed amounts that had been recorded for this liability ($535,000) and reduced the estimate
of legal expenses ($113,000) relating to this matter.

Note 12. Restructuring Liability

As a result of a restructuring plan adopted in 2002, the Company has a liability recorded for its
remaining contractual lease payments due for excess warehouse capacity, net of estimated sublease
payments. Currently, all of the excess capacity is being subleased and management believes it will continue
to be subleased through the end of the Company’s lease term in 2011. For the year ended April 30, 2006,
activity in the accrued liability account consisted of the following:

Balance at  Subsequent  Subsequent  Balance at Due Due
April 30, Accruals, (Payments) April 30, Within After
2005 Net Receipts 2006 1 Year 1 Year

(in thousands)

Lease obligations . ............... $ 9,340 $— $(1,418) $ 7922 § 1,419 §$ 6,503
Estimated sublease income........ 7,125) = 1,098 (6,027)  (1,099) $(4.928)
$ 2,215 $— $ (320) $1.895 $ 320 §$ 1,575

Note 13. Discontinued Retail Operations

Revenues and expenses associated with retail store operations have been presented as discontinued
retail operations in the income statement for the year ended April 30, 2004, which was the last year of any
activity related to these operations. The closure of the Company-owned retail stores was completed in
fiscal 2003 so there were no revenues or net income from the discontinued retail operations during fiscal
2004.

The gain on disposal and net income from discontinued operations for the year ended April 30, 2004,
were as follows:

Year Ended
April 30, 2004

(in thousands)

Gainondisposal ... $231
Income tax €Xpense .. ....vvevvinneeinineennni (85)

Net gainondisposal........................... 146
Net income from discontinued retail operations. $146

Note 14, Segment Information

Cutter & Buck essentially has one product category, upscale sportswear and outerwear under the
Cutter & Buck brand name. Our target market for this product is upper-income men and women over the
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age of 35 who appreciate the value of high quality apparel. We reach our end consumers primarily via
wholesale channels in the United States and structure our business to manage the sell-through of our
product via various distribution channels that we believe will maximize our overall company-wide gross
profit. These distribution channels are managed by business units. For each business unit, we track net
sales and gross profit. The measurement of net sales used by management at the business unit level
includes shipping revenues and does not include intersegment revenues or reserves recorded for bad debts,
returns, or allowances. The measurement of gross profit at the business unit level does not include
inventory writedowns or reserves or variances from our standard cost allocations for freight and
embroidery.

All of our business units sell the same product, except for certain licensees which may design certain
products or styles that are unique to their territories. Our inventory is designed, purchased, handled, and
distributed in the same manner for all business units by central overhead departments. The costs of these
departments are not allocated to the business units. We do not allocate any assets to business units.

Corporate business unit sales are primarily to promotional product distributors. Golf business unit
sales are to pro shops or at tournaments. Specialty Retail business unit sales are to clothing retailers,
department stores, and college and professional team apparel stores. Sales through these wholesale
business units are aggregated and reported as our wholesale segment as they each have similar economic
characteristics.

To a lesser extent, we sell directly to consumers via a catalog and ecommerce website through our
Direct to Consumer business unit. We also have agreements with several distributors and licensees that sell
our products internationally as well as selected non-apparel and non-competing products both
internationally and domestically through our International and Licensing business unit. Net sales and gross
profit for these two business units, plus reserve adjustments, standard cost variances, and writedowns and
liquidations of inventory are reported in the All Other category for segment reporting, as their combined
results are not material to the presentation of our segment information.

Our wholesale segment has comprised more than 90% of our consolidated net sales since the closure
of our company-owned retail stores in fiscal 2003. In fiscal 2006, net sales of the Direct to Consumer
business unit increased substantially. Therefore, we have reevaluated our reporting segments. We have
included the following information regarding our wholesale and other operating segments. The aggregated
net sales and gross profit of our wholesale and other operating segments for the last three fiscal years are
as follows:

Year Ended April 30, 2006 T 2005 % 2004 o
(in thousands except percentages)

Wholesale ................ $118,821 905 §$118,856 93.9 $120,028 935

Allother .............. ... 12,477 9.5 7,704 6.1 8,346 6.5
NetSales............... $131,298 $126,560 $128,374

Wholesale . ............... $ 54937 462 $ 57,351 483 § 54,107 451

Allother ................. 4,729 379 3,255 422 4,483 537
Gross Profit ............ $ 59,666 454 §$ 60,606 479 § 58590 45.6
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A reconciliation of total segment gross profit to the Company’s consolidated income from continuing
operations before income taxes, is as follows:

Year Ended April 30, 2006 2005 2004
(in thousands)
Total segment gross profit...................... $ 59,666 $ 60,606 $ 58,590
Operating expenses. ... ....oovviirennenenne... (51,047)  (48,532)  (49,983)
Net interest inCome. ... oo vt ennn. 1,161 678 122
Income from continuing operations before income
BAXES .« ettt e e $ 9780 §$ 12,752 § 8,729

Note 15. Selected Quarterly Financial Data (unaudited)

The following quarterly information is unaudited. In the opinion of management, all material
adjustments necessary to present fairly the results of operations of the Company, for the periods
presented, have been made. All such adjustments were of a normal, recurring nature.

2006 Quarter Ended Jul. 31,2005  Oct. 31,2005  Jan. 31,2006  Apr. 30, 2006
(in thousands, except per share amounts)
Netsales. ... $29,741 $33,669 $31,247 $36,641
Costofsales ...........oiiiiii ... 15,696 18,651 17,472 19,813
Grossprofit........cooiiii i $14,045 $15,018 $13,775 $16,828
Total operating expenses ....................... $11,099 $13,986 $13,374 $12,588
NetinCoOme . ..o i $ 2,102 $ 891 $ 481 $ 2,875
Basic earnings per share: ....................... $ 019 $ 0.08 $ 0.04 $ 027
Diluted earnings per share: ..................... $ 018 $ 008 $ 004 $ 027
2005 Quarter Ended Jul. 31,2004  Oct. 31,2004  Jan. 31,2005  Apr. 30, 2005
(in thousands, except per share amounts)
Netsales. ..ot $31,899 $35,538 $24,220 $34,903
Costofsales ..., 16,147 18,399 13,272 18,136
Grossprofit. ... i $15,752 $17,139 $10,948 $16,767
Total operating eXpenses ..............c.coovuun.. $10,793 $12,568 $11,695 $13,476
Net income (10SS) ... oovvveiiit i $ 3,250 $ 2,915 $ (384) $ 2,833
Basic earnings (loss) pershare: .................. $ 030 $ 027 $ (0.04) $ 025
Diluted earnings (loss) pershare:................ $ 0.29 $ 0.26 $ (0.04) $ 025
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SCHEDULE II
VALUATION AND QUALIFYING ACCOUNTS

Balance Charged to Charged to Balance
beg. of  revenue, costs other end of
period Or expenses accounts Deductions period

(in thousands)
Year Ended April 30, 2006
Reserves and allowances deducted from
asset accounts:
Allowance for doubtful accounts. ........ $ 313 $ 299 $ — $ (260)(A) $ 352
Reserve forreturns .................... $ 830 $3,947 $ — $(3,724)(B) $1,053
Reserve for sales allowances ............ $ 627 § 991 $(343)(F) $ (951(C) $ 324
Reserve for inventory obsolescence .. .. .. $1,157 $2,256 $ — $(1,354)(D) $2,059
Year Ended April 30, 2005
Reserves and allowances deducted from
asset accounts:
Allowance for doubtful accounts. . ....... $ 705 $(102) $ — $ (290)(A) $ 313
Reserve forreturns ............o.o.ov.n.. $ 972 $2,898 $ — $(3,040)(B) $ 830
Reserve for sales allowances ............ $ 819 $2,463 $ — $(2,655)(C) $ 627
Reserve for inventory obsolescence ... ... $ 697 § 690 $ — $ (230%D) $1,157
Year Ended April 30, 2004
Reserves and allowances deducted from
asset accounts:
Allowance for doubtful accounts. ........ $1,541 $ (287) $ — $ (549)(A) § 705
Reserve forreturns .................... $1,215 $3,122 $ — $(3,365)(B) $ 972
Reserve for sales allowances ............ $ 990 $2,290 $ — $(2,461)(C) $ 819
Reserve for inventory obsolescence ... ... $1,056 $ 218 $ — $ 37TH(D) $ 697
Reserve for deferred income tax assets ...  $1,186 $ — $ — $(1,186)(E) § —

(A) Deductions consist of write-offs of uncollectible accounts, net of recoveries.

(B) Deductions consist of charges for sales returns and other credits allowed.

(C) Deductions consist of charges for sales allowances.

(D) Deductions consist of inventory sold at a loss.

(E) Deductions consist of reversals of the valuation allowance for deferred income tax assets.

(F) Rebates that are classified as an accrued liability in fiscal 2006.
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Act of 1934, the registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

CUTTER & BUCK INC. (Registrant)

June 30, 2006 By: /s/ ERNEST R. JOHNSON
Ernest R. Johnson
Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by
the following persons on behalf of the registrant and in the capacities and on the dates indicated.

/s/ ERNEST R. JOHNSON Chief Executive Officer and Director June 30, 2006
Ernest R. Johnson (Principal Executive Officer)

/s/ MICHAEL GATS Chief Financial Officer and Corporate June 30, 2006
Michael Gats Secretary (Principal Financial and Accounting Officer)

/s/ DoOUGLAS G. SOUTHERN Chairman of the Board June 30, 2006

Douglas G. Southern

/s/ HENRY L. KOTKINS, JR. Director June 30, 2006
Henry L. Kotkins, Jr.

/s/ LARRY C. MOUNGER Director June 30, 2006
Larry C. Mounger

/s/ WHITNEY R. TILSON Director June 30, 2006
Whitney R. Tilson

/s/ JAMES C. TOWNE Director June 30, 2006
James C. Towne
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Exhibit 23.1
Consent of Ernst & Young LLP, Independent Registered Public Accounting Firm

We consent to the incorporation by reference in the Registration Statement (Form SB-2) pertaining to the
1995 Employee Stock Option Plan and 1995 Non-employee Director Stock Incentive Plan

(No. 33-94549-LA), and the Registration Statements (Forms S-8) pertaining to the Cutter & Buck Inc.
1997 Stock Incentive Plan, March 12, 1996 Sales Representative Stock Option Agreements

(No. 333-43145), the Cutter & Buck Inc. 1999 Nonemployee Director Stock Incentive Plan

(No. 333-88627), the Cutter & Buck Inc. 2000 Stock Incentive Plan, Cutter & Buck 2000 Transition Stock
Incentive Plan For Officers, Cutter & Buck 2000 Transition Stock Incentive Plan For Non-Officers

(No. 333-48264), and the Cutter & Buck Inc. 1995 Employee Stock Option Plan, Cutter & Buck Inc. 1995
Non-Employee Director Stock Incentive Plan, Cutter & Buck Inc. 1997 Stock Incentive Plan, Cutter &
Buck Inc. 1999 Non-Employee Director Stock Incentive Plan, Cutter & Buck Inc. 2000 Stock Incentive
Plan, Cutter & Buck In¢. 2000 Transition Stock Incentive Plan for Officers, Cutter & Buck Inc. 2000
Transition Stock Incentive Plan for Non-Officers, Ernest R. Johnson Stock Option Agreement, William B.
Swint Stock Option Agreement (all as amended and restated) (No. 333-129399) of our reports dated

June 26, 2006, with respect to the consolidated financial statements and schedule of Cutter & Buck Inc.,
Cutter & Buck Inc. management’s assessment of the effectiveness of internal control over financial
reporting, and the effectiveness of internal control over financial reporting of Cutter & Buck Inc. included
in the Annual Report (Form 10-K) for the year ended April 30, 2006.

/s/ Ernst & Young LLP

Seattle, Washington
June 29, 2006




Exhibit 31.1

CERTIFICATIONS
I, Ernest R. Johnson, certify that:

1. I have reviewed this Annual Report on Form 10-K of Cutter & Buck Inc;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which such

statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this

report, fairly present in all material respects the financial condition, results of operations, and cash flows of

the registrant as of and for the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control
over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and

have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the
end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to
record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Dated: June 30, 2006

/s/ ERNEST R. JOHNSON
Ernest R. Johnson

Chief Executive Officer
(Principal Executive Officer)




Exhibit 31.2
CERTIFICATIONS
I, Michael Gats, certify that:
1. T have reviewed this Annual Report on Form 10-K of Cutter & Buck Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations, and cash flows of
the registrant as of and for the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control
over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and
have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the
end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to
record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Dated: June 30, 2006

/s/ MICHAEL GATS

Michael Gats

Chief Financial Officer and Corporate Secretary
(Principal Financial and Accounting Officer)




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Cutter & Buck Inc. {(the “Company”) on Form 10-K for the fiscal
year ended April 30, 2006, as filed with the Securities and Exchange Commission on June 30, 2006 (the
“Report”), I, Ernest R. Johnson, Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to the best of my
knowledge and belief, that:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange
Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition
and results of operations of the Company.

/s/ ERNEST R. JOHNSON
Ernest R. Johnson

Chief Executive Officer
(Principal Executive Officer)




Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Cutter & Buck Inc. (the “Company™) on Form 10-K for the fiscal
year ended April 30, 2006, as filed with the Securities and Exchange Commission on June 30, 2006 (the
“Report”), I, Michael Gats, Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C.

Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to the best of my
knowledge and belief, that:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange
Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition
and results of operations of the Company.

/s/ MICHAEL GATS

Michael Gats

Chief Financial Officer

(Principal Financial and Accounting Officer)
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